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to increase 


Like an army reaching its objective be- 
cause it concentrates on one prede- 
termined plan, you will be able to in- 
crease your load if you specialize on this 
new, low-priced Silex glass coffee maker. 


Here’s how following an organized plan on 
Silex glass coffee makers will boost your 
load: 


1. Silex glass coffee makers are easy to sell. 
Simply show a restaurant or soda fountain 
operator that better tasting coffee ... as 
brewed in a Silex glass coffee maker . . . will 
step-up his volume of business . .. and he 
readily buys. 

2. The new, low-priced four unit Drake pic- 
tured is equipped with two combination brew- 
ing and warming burners and two warming 
burners. The brewers consume 5000 BTU’s 
per hour. The warmers 400 BTU’s. 


Concentrate on this low-priced model 


LE€x 


TRACE MARK REGISTERED US PAT OFF. 


3. Installing 40 or 50 such load builders 
your lines each month is the fastest wa 
boost your load. 

Silex is eager to give you a campaign sui 
to your property. Simply write today. 
Silex Company, Dept. 34, Hartford, Conn 


Pyrex brand glass, guaranteed against 
heat breakage 
Both gas and electric models. 
Prices range from $17.45 to $228.45 
Model shown, $32.95. 
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ck Owners who are Dissatisfied with their Tire Service 


lar-minded executives 
many companies have 
n able to take a big 
eof truck tire bills this 
. They have cut costs 
already economical 
prations. They have 
omplished this by using 
hew tire and a new 
thod of tire selection. 


odrich, we believe, can 
e money for you, too. 
p would like to have 


i make tests on your 


trucks. Any kind of 
ts you say. The tougher 
job, the more sure 
are of demonstrating 
savings. 


ES TRIPLE PROTECTED 
new Goodrich Silver- 
nis Triple Protected 
inst sidewall breaks 


i blow-outs. Statistics 


that 80% of prema- 
‘failures occur in the 
alls— the “Failure 


Zone.” A new Goodrich 
invention is designed to 
overcome these failures 
before they start! 


Here’s how it works: 


1 PLYFLEX—distributes stresses 
throughout the tire — prevents ply 
separation~ checks local weakness. 


2 PLY-LOCK —protects the tire from 
breaks caused by short plies tearing 
loose above the bead. 


100% FULL-FLOATING CORD— 
eliminates cross cords from all plies 
—reduces heat in the tire 12%. 


Now, do you think you 
can afford tires that do 


Write, wire or *phone 
Department T-121 


* The B. F. Goodrich Company, 


not have this protection? 
Especially when it costs 
nothing extra? 


But this is not the only sav- 
ings you get from Good- 
rich. There are over a 
hundred types and sizes 
of Goodrich Pneumatic 
Truck Tires. Each is de- 
signed for a specific pur- 
pose. Only one combination 
will give you the econom- 
ical service you should 
have. And Goodrich will 
sell you nothing else. 


Why not make a test on 
your own trucks? We 
want to prove every claim 
to your satisfaction. Pass 
this advertisement to the 
man responsible for tires. 
Ask him to talk to the local 
Goodrich man. Or write 
us direct. Sign your name 
and address in the margin. 
Tear off and mail today. 


Akron, Ohio + * 
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ILOSTATIC is not offered as a gen- 
eral substitute for the usual type 





293 







303 Hf conduit construction in which distri- 
309 Mution and transmission circuits are car- 
= tied beneath busy city streets. Rather, it 
335 gs offered as a reliable, rugged and flex- 
336 ble underground cable construction 






pable of effecting large savings in 
ippropriate applications. 
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51 
, 80 


n open country and for many routes 
pproaching heavy load centers it can 
bften compete with overhead line con- 
truction. It is particularly applicable 
where overhead construction would in- 
olve high right-of-way costs and where 
here are physical conditions adverse to 
owers or pole lines. 


DILOSTATIC will solve perplexing 
problems that may arise in connection 
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OILOSTATIC 


(Reg. U. S. Pat. Off.) 


TRANSMISSION SYSTEM 


THE OKONITE COMPANY 


PASSAIC, NEW JERSEY 
THE OKONITE-CALLENDER CABLE COMPANY, INC. 
PATERSON, NEW JERSEY 







with electrification projects, tunnels, 
bridges, railroad embankments, high- 
ways, airports, parks and golf courses; 
or in crossing swamps, rivers, lakes and 
bays. 


Distinctive features of OILOSTATIC: 


NO DUCTS. NO LEAD SHEATH. NO 
VOIDS IN THE INSULATION. 
HIGHER DIELECTRIC STRENGTH. 
GREATER INSULATION STABILITY. 
HIGH CURRENT CARRYING CAPAC- 
ITY. NO PRACTICAL VOLTAGE 
LIMITS. 


Two OILOSTATIC installations, one at 


132 kv. and one at 66 kv. are already in 
successful operation. 


Our engineering services are always 
available. Inquiries on specific projects 
are invited. 
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CC O* monopoly is all right in its place,” 

said a member of the newly formed 
“public power bloc” in the House of Repre- 
sentatives, when we asked him some questions 
about power pools and so forth. He added 
that he had nothing against a monopoly where 
it was “necessary in the public interest.” We 
asked for an example of such justified mo- 
nopoly (other than in the field of government 
business, of course) and he promptly replied: 

“TELEPHONES ! You've got to have territorial 
monopoly for telephones. Why, I remember 
some years back in my home town of L—— 
when a professional man had to have two 
telephones on his desk to keep in touch with 
all his clients and a busy merchant had to have 
three to get proper long-distance service.” 

ConceDING that duplication of telephone 
facilities within the same community was 
demonstrable economic folly, we asked the 
worthy congressman if duplication of electric 
generating and distribution facilities within the 
same metropolitan area was not also wasteful ; 
not in such a spectacular or irritating way, 
perhaps, as the three phones on the merchant’s 
desk, but unnecessarily costly to somebody in 
the long run, 

WELL, yes, he admitted that we might have 
something there. One has to consider expen- 
sive duplication of underground conduits, 
switch gear, and generating equipment; the 
mere expense of one service getting out of the 
way of the other was an item. He finally 
agreed to the proposition that in the absence 
of extenuating circumstances (such as in 
Cleveland where a dual power system grew up 
naturally and without undue conflict), the 
metropolitan area of a city is the logical basis 
for a territorial monopoly in electric service. 

But beyond that the good congressman 
would not budge. Mere mention of the pooling 
of power or apportioning of territorial rights 
between a public agency and a private utility 
seemed to him something like treason. 


Now we may assume it to be true for the 
sake of this argument, as the “public power 
bloc” statesmen appear to believe, that the 
private electric industry is conducted by incor- 
rigible reactionaries. Nevertheless it must be 
still remembered that there is no apparent 
phyical difference between a wicked kilowatt 
and an enlightened one. The private industry 
has just so many production units, so many 
transmission units, and so many distribution 
units lying here and there in the Tennessee 
valley. The TVA and its municipal allies have 
a similar set-up. Separately both can function 
well. Jointly both would function better and 
cheaper. 

One would think that the recent flood dis- 
aster in the Middle West would give some food 
for thought to those who seem so determined 
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that the public power system of the TVA 
should be operated in conflict rather than in 
cooperation with the facilities of the private 
power industry. Or can it be that the “public 
power bloc” advocates believe that the present 
conflict is only a transitional period after 
which the government, upon clinching its own 
victory, will establish its own power pool? 


Tue fact that the private industry claims to 
be already willing to arbitrate or codperate 
apparently is not going to be permitted to 
interfere with the forthcoming battle and vic- 
tory. The situation recalls the tale of the 
determined white trader who suffered great 
privation trying to find a native tribe reputed 
to have a treasure of gems. He was chagrined 
one morning to find the friendly tribal chief- 
tain down on his hands and face before him, 
offering the gems as a token of friendship. 

“Get up,” said the trader scornfully kicking 
the chieftain, “get up and fight like a man. 
I want to take them away from you.” 


¥ 


” this issue we present as a feature article 
a discussion of the Federal power situation 
(beginning page 275) by our frequent contrib- 
utor, Herpert Corey, who surely needs no 
further introduction to FortTNIGHTLY readers. 
We feel that Mr. Corey’s article is of timely 
interest, notwithstanding the recent termina- 
tion of operating agreements between the TVA 


HERBERT COREY 
Power pools eventually—why not now? 
(See Pace 275) 
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“Section of the Turner South Point Transmission line, erected for Appalachian Electric Power Oo. in West Virginia.” 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd., Montreal 
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and the Commonwealth & Southern group, and 
notwithstanding the earlier action of Presi- 
dent Roosevelt in terminating the TVA power 
pool conferences. After all, some day there 
will be a power pool in the Tennessee valley, 
regardless of who owns or operates what part 
of it. This is one of those questions that won’t 
be settled until it is settled right. 

SPEAKING of power, there will be four arti- 
cles of interest to electrical utilities in our 
next issue: (1) a sequel to the article by G. 
W. Lineweaver described below; (2) a dis- 
cussion of utility taxes by Frank T. Post, 
president of The Washington Water Power 
Company; (3, 4) two electrical engineers, 
Earl H. Barber and Otto M. Rau, will discuss 
rate valuation technique and distribution 
costs, respectively. 


¥ 


A’ interes article that is sure to be of timely 
interest, in view of the current discus- 
sion about reorganizing the Federal govern- 
ment, is that by G. W. LrnewEAver on the sub- 
ject of Federal duplication of regulatory 
agencies (beginning page 293). When Mr. 
LINEWEAVER in person brought his manuscript 
and laid it upon our editorial desk, he asked 
in a half serious tone: 

“How many bureaus of the Federal govern- 
ment deal directly or indirectly with electric 
power, either as regulator, constructor, oper- 
ator, or special purchaser ?” 

WELL, it seemed a fair question. We turned 
it over in our mind slowly. Let us see, there 
were FPC, TVA, PWA, REA, Army Engi- 
neers, Reclamation, and ’er ’er—.We were 
stuck. How many was that? Six. Well, throw 
in a few comparatively inactive committees 
that the President has appointed and call it 
ten for round numbers. Just then an editorial 


LLOYD BEMIS 
He still believes in going value. 
(See Pace 284) 
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Photo by Underwood & Underwood 
G. W. LINEWEAVER 


Is Uncle Sam like the old woman who 
lived in a shoe? 


(SEE Pace 293) 


associate strolled through the office and, after 
some thought he raised it to a baker’s dozen, 
Mr. LINEWEAVER only laughed. 

But we're not going to give away the an-— 
swer here. Read Mr. LINEWEAVER’S article 7 
yourself. It will be well worth your while, 

Mr. LINEWEAVER, who is a newcomer to the © 
ForTNIGHTLY pages, will nevertheless be re- 7 
called by many of our readers as the former © 
secretary of the Federal Power Commission, 
He is a native Virginian and a veteran news- © 
paperman. At the time this article was being 
written, he was engaged as a special staff im 
vestigator for the Brookings Institution in 
the preparation of its report on Federal goy- 
ernment organizations. 


¥ 


ee p E. Bemis, whose article on going con- 
cern value begins on page 284, is an engi- 
neer-accountant, specializing in utility matters. 


Graduated from Cornell (C.E.), Mr. Bemis, 
after doing some graduate work at Harvar 

became associated with his father, the late 
Edward W. Bemis, widely known rate case 
expert. Subsequently, he practiced in Illinois, 
New York, and Indiana. Until recently he | 
assisted the special telephone investigation ” 
staff of the Federal Communications Commis- 

sion at Washington, D. C j 


The next number of this magazine will be 3 
out March 18th. 


A. Eutitie 
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OFFICE DRIVES ME dbelbcrer soe ygs 07 


TYPEW 
CRAZY... SOUNDS TRY cod ek Gana 
LIKE vs 
A BOILER FACTORY REMINGTON NOISELESS 


TYPEWRITERS... SUCHA 
GRAND RELIEF! 


@ The clatter of ordinary (platen-pounding) 2 abegepee bang- 
ing on nerves, costs business thousands of dollars a yeat- Pity 
the poor executive under this withering fire. Pity the “9 too, 
who sits at a NOISY» heavy machine all day! No wonder she costs 
the firm money “1 “time out”. - - errors. -- and lost energy- 


Replace 4 section of your stenographic department with new 
Remington Noiseless typewriters +: the machine with the 
atented pressure - printing. Make a careful day-to-day check. 
Note the cleaner originals, sharper copies, pols stencils .-- 
the let-up in operator fatigue --- the increased speed that gives 
as high as 19% greater efficiency. The Remington Noiseless 
actually costs less to use too. Phone the Remington Rand office 
today or write Remington Rand, Buffalo, New York. 


OX its from Remington Rand 
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§ No weak spots for 
corrosion to attack— 
n of The Bethanized Wire 
can be wrapped 
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omy, coating. 
and 
“Tt Now—at tra cost 
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| on Bethanized Wire is chemically pure these Anchor Fences stand up for 
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Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
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Anchor Fences—and about Anchor's 
nationwide sales and erecting service. 
Write today—to the address below. 
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°F AETHANIIEZ WIRE 


rom TANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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“There never was in the world two opinions alike.” 


Washington (D. C.) Herald 


GerorceE W. Norris 
U. S. Senator from Nebraska. 


James W. WaApswortH, JR. 
United States Representative 
from New York. 


Louis PircHER 
General Manager, Dixon (IIl.) 
Home Telephone Company. 


James M. Lanpis 
Chairman, Securities and 
Exchange Commission. 


Maury Maverick 
U. S. Representative from Texas. 


ArTHUR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


HERBERT LEHMAN 
Governor of New York. 


KENNETH MCKELLAR 
U. S. Senator from Tennessee. 


Jesse H. Jones 
Builder and financier. 
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—MONTAIGNE 


“If we cannot regulate efficiently, we cannot operate 
efficiently.” 
a 
“I don't believe TVA can afford to go into pools with 
private companies.” 


¥ 


“Presidents come and go. Congresses come and go, 
But the bureaucracy goes on forever.” 


e 
“Let the public utilities be the electric companies, but 
keep the telephone in a separate classification.” 


e 
“In this contest between a handful of men and a na- 
tion, there can be no question of the final outcome.” 


> 


“It’s time to take the Supreme Court down off the high 
shelf, to get rid of the halo which surrounds the insti- 
tution.” 


¥ 


“Tt is not wise to so center attention upon utility abuses 
as to fail to see the great achievements of the electric 
power industry in America.” 


> 


“The commission should be given the power to act 
promptly to reduce rates wherever municipalities attempt 
to burden consumers with rates in excess of the cost of 
service.” 


¥ 


“After very careful study I have reached the con- 
clusion that whatever may have been the intention of our 
forefathers, the Supreme Court now has the power to 
declare statutes unconstitutional.” 


¥ 


“The R. F. C., the Home Owners’ Loan Corporation, 
the Farm Credit Administration, the Federal Housing 
Administration, and Public Works have put more than 
$15,000,000,000 credit directly into the bloodstream of our 
economic lives.” 


12 
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Burroughs 


SAVES TIME AND MONEY 


in compiling figures required by the 





ite 


. SOCIAL SECURITY ACT 


THE PAYROLL 


The complete payroll and check register in one 
t : unit shows the gross pay, all deductions, and net 
pay for all employees. Separate totals for all 

; columns accumulate automatically. 


EARNINGS RECORD 


. if Complete individual progressive record for each 
Be : pes employee shows time worked, gross earnings, 
deductions, and net pay for any and all periods. 

Provides information needed for old age benefits, 

unemployment insurance, and income tax reports. 


EMPLOYEE’S STATEMENT 


i- ; This receipt for deductions, which the law re- 
quires be given to each employee at each pay 
period, also shows the individual’s gross earnings, 
all deductions, and net pay. It can be retained 
permanently by the employee. 


c 3 ig PAY CHECK or pay envelope 


Since the check or pay envelope is written with 
the above three records, the amount is in perfect 
accord with these records. 


t s + * 
f To meet today’s payroll accounting needs 
SEND FOR with a minimum of work and at low cost, 
Burroughs provides new machines, new 
1 THIS NEW features, new developments, for writing the 
a FOLDER! records described above. Concerns—large 


and small—in all lines of business—are 

BURROUGHS ADDING MACHINE CO. benefiting by the speed, ease and economy 

$262 Second Boulevard, Detroit, Michigan with which one or several of these new 
Send h “ P 

Methods" which inclu aon Pegselt Burroughs machines completely handle all 

7 ty the Socal Sain ae eee payroll records. For your own information, 

as well as in the interest of your clients, you 

should investigate these new Burroughs 

machines. Call your local Burroughs office. 


Name 
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From Utah’s Legislative 
Committee Report. 


DECLARATION OF PRINCIPLES 
National Association of 
Manufacturers. 


MACKENZIE KING 
Premier, Dominion of Canada. 


F. G. LANHAM 
United States Representative 
from Texas 


Roya S. CorELAND 
United States Senator from 
New York. 


Homer S. CUMMINGS 
Attorney General of the United 
States. 


HAMILTON FIsH 
United States Representative 
from New York. 
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“We have placed a checkrein on our public utilities, 
and moved to strengthen governmental regulation of 
rates. We have saved our railroads from bankruptey, 
and have saved millions of home owners and farm owners 
from mortgage foreclosures.” : 


¥ 


“Of all the other states’ public service commissions 
studied, Wiseonsin probably has the best organization, 
It would be well for Utah to benefit from the experience 
of Wisconsin as far as it is reasonable.” 


¥ 


“Where emergency conditions have led to governmental 
assumption of extraordinary responsibilities, care must 
be exercised to prevent such emergency agencies from 
becoming permanent government-owned businesses that 
compete with private enterprise.” 


& 


“Our generation is gone a little mad on the question of 
conferences, it seems to me. A conference is a very con- 
venient way of appearing to be doing something, while in 
reality very little is being achieved. The more I see of 
conferences, the less patience I am coming to have with 
them.” 


> 


“By exchange or by purchase or by whatever method 
may be necessary, if that is the best way to get a practical 
dirigible, let us do that; but, at any rate, let us not for- 
sake this field, in which we are favored, and in which 
experience shows it is practical and feasible to make these 
transoceanic trips.” 


* 


“It is the savings of individuals which compose the 
wealth—in other words, the well-being of every nation. 
On the other hand, it is the wastefulness of individuals 
which occasions the impoverishment of states. So that 
every thrifty person may be regarded as a public bene- 
factor and every thriftless person as a public enemy.” 


> 


“I confess to a feeling of uneasiness when I reflect on 
this state of public mind. The public is conscious that 
that which was unplanned and selfishly guided in the 
past must take its place in an orderly government process 
and that a great cleansing and rebuilding program must 
go forward.” 


¥ 


“I believe that the Constitution is the greatest charter 
of human liberty ever conceived by the mind of man. It 
is what makes for our rights and liberties as free 
sovereign American citizens. It is the barrier against 
autocracies and dictatorships of the Old World, whether 
they be of the left or the right.” 
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SELECTION 
OF CE 
EQUIPMENT 


Assures—the mostsuitable 
equipment for your particular 
conditions . . . . properly codér- 
dinated overall design....single 
responsibility for performance. 


Result—dependable and 


low cost steam. 


Ne 


COMBUSTION ENGINEERING COMPANY, INC. 
00 MADISON AVENUE © NEW YORK 


‘anadian Associates: Combustion Engineering Corporation Ltd., Montreal A-2T0-b 
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ALWAYS-- 
IN ALL WAYS-- 
A GOOD INVESTMENT. 
The Cleveland ‘‘Baby Digger Model 95 
eo Se ' The Complete Trench: 


Two factors determine the value of 
trencher investment viz:—general adaptabili 
for use on the maximum per centage of yx 
work, and low cost of operation and ma 
tenance. 

Literally thousands of miles of comple 
trench have proven the correctness of { 
Cleveland Baby Digger’s original patented ( 
sign, to completely meet the stiffest requi 
ments for city and suburban work and ass 
getting the most out of machine trenchi 
wherever or whatever the job. 





Fits the Job--Gets tothe [iq *: Say | 


Job--Does the Job 


Always constructed with the finest materials } - xs X \ - 
procurable and in line with the highest Abce a : ‘ 
standards of engineering practice, now more RK ed 
finely balanced, more powerful, much faster, . 

and more resistant to wear and abuse, than j; ‘es 

any previous model—the Cleveland Baby 

Digger Model 95 represents the utmost in 

trenching economy and efficiency. 

Add to these features, extreme compactness 

(overall width but 5714”), lack of all excess 

tonnage (weight less than 5 tons) and un- 

surpassed mobility and transportability and 

you can understand why the Baby Digger, 

the COMPLETE TRENCHER, delivering Most Trench, in Most Places, at Least Costs, 
pays big dividends on the investment. Get the details without obligations, write today for 
complete information. 


THE CLEVELAND ot 
TRENCHER COMPANY de 
“Pioneer of the Small Trencher” = ay 2: 


20100 St. Clair Avenue 
CLEVELAND, OHIO 


QZ BABY DIGGER Model 95 
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CONSTANT SERVICE 


This combined meter 
box and service switch is 
built to give constant ser- 
vice under the toughest 
weather conditions. 

Aluminum or rust- 
proofed steel .. fused 
pullout switch . . special 
weatherproof door 
plenty wiring space. . 
any desired knockouts. 


Write today 
for complete information 


as WALKER ELECTRICAL COMPANY 
es ATLANTA GEORGIA 





Chicago. lll USA 








Stationary Service Demands Nothing 


; e Less Dependable 


HE battery that is chosen for elec- 

tric power control, telephone, rail- 
way, signal, or other vital stationary 
service, must be dependable over a long 
period of time. 


Because no other battery has ever 
been developed whose life and per- 
formance records could equal that of the 
Exide Chloride Battery in stationary 
service, utility engineers as well as those 
of numerous industrial plants, all over 
the world, put absolute confidence in it. 


C H L @] RI D E For whatever purpose you need a storage 


battery, some one of the many types of 
BATTERIES Exides available will completely fulfill your 
requirements. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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HIGH 
CONDUCTIVITY 
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pa OVERHEAD 
x” \/7p 
©\7 GROUND 


Having high strength with low weight, 
Copperweld Overhead Ground Wire 
can be strung with small sags, providing 
maximum clearances and, therefore, 
maximum lightning protection. Its great 
safety under all conditions assures reli- 
able, uninterrupted service. 

May we co-operate by supplying you 
with tables showing characteristics of 
Copperweld Overhead Ground Wire, 
sag and other engineering informa- 
tion 


COPPERWELD STEEL COMPANY 


GLASSPORT~---~= BA. 








What are the FACT 
ov ELECTRIC RANGES’ 


OW long do _ different 

makes of range take to 
boil two quarts of water? 
What is the heat loss from the 
oven when roasting a leg of 
lamb? Will the surface units 
of the ranges you sell or rec- 
ommend show satisfactory 
life? An E. T. L. Test Report 
will answer these and many 
other questions. 

For forty years now, Electrical 
Testing Laboratories has been serv- 
ing utilities, helping them to snow by 
test about the products they buy, use, 
sell or service. They tell us that 
this has actually brought savings in 
operation. May we help you? 


Write for a copy of the new book- 
let which explains our services. 


ELECTRICAL 
TESTING 
LABORATORIES 
ind East Aven 
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SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


THE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINO 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIC 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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1930 


CAPITAL AND SURPLUS 


$5 





DEMANDS 
RECOGNITION 


The first Hygrade Lamps were manufactured in 
1901. The capitalization of the company was $3500. Hy- 
grade Lamps entered the market in competition with bulbs pro- 
duced by the largest manufacturers of electrical equipment in 
the world. Yet, by the sheer power of their fine quality, they have 
steadily forced growing recognition of their merits until today’s 
demand for them has reached a volume that is the third largest 
in the country—and the company’s capital and surplus is over 
five million dollars. 
A big company—a big name. A concern whose record and prod- 
uct must command respect—and consideration in your scheme. 
A story of the facts behind such tremendous growth must be 
worth listening to. It’s a story that offers economies as well as 
quality, a story that is interesting more and more important 
utilities—particularly on street lighting. A story you ought to 
know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUSETTS 


—t— HYGRADE LAMPS 


SPECIALISTS IN 
STREET LAMPS 
© 1936, Hygrade Sylvania Corp. 


Manufacturers of incandescent lamps for over 30 years. 
Makers of Sylvania Set-tested Radio Tubes. 
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TITAN 


SNAP ACTION 
THERMOSTATS 


To specify a Titan Snap Action 
Thermostat is to specify a device 
tested by wide field experience ... 
proven by years of use under the 
most severe conditions with all 
types of gas from Canada to the 
Canal Zone . . . extraordinarily 
sensitive yet rugged, unfailing in 
operation, practically fool-proof 
and trouble-proof, virtually free 


from the necessity of servicing. 
Titans are already standard equip- 
ment on the majority of storage 
heaters approved by the American 
Gas Association. They are avail- 
able for any size from the smallest 
to the largest. Write for details. 


THE TITAN VALVE & 
MANUFACTURING COMPANY 
Thermostats :: Safety Pilots :: Relief Valves 


9913 ELtk AVENUE, CLEVELAND, OHIO 
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TAYLOR STOKERS 
FURNACES (Water-Cooled 
Se Pe) ASH HOPGEERs 
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Eliminate the smoke 
nuisance 


Companies in great population 
centers—New York, Brooklyn, Phila- 
delphia, Washington, D.C., Chicago, 
Detroit, Boston, New Haven, Provi- 
dence, Springfield, Dayton, Toledo, 
and many others—home and abroad— 
keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 
stringent anti-smoke ordinances. 

















SS, 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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HEY PULVERIZERS 


im Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers . . . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Tl. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








The Trend 


to Dictaphone Meetinc specific requirements 


S O with specialized condenser and aux. 
weeps n iliary equipment has distinguished 
the service of C. H. Wheeler of 


eewEVEN those men who Philadelphia to central stations and 


finding that its ever-ready 
convenience gets things e 
done more smoothly and 


We manufacture:—Steam Condensers, Vacu- 


surely than any other um Pumps, Steam Jet Vacuum Refrigerating 
method. 


Machinery, Water Cooling Towers. 


DICTAPHONE C. H. Wheeler Manufacturing Co. 


; 19th Street, Lehigh & Sedgley Aves., Philadelphi 
Sales Corporation a 


420 Lexington Avenue 
New York City 
































C. H. WHEELER of Philadelphia 





Dependable service—long hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 


k P T ‘ Pictured here, the fam 
take it. That's why each year more and more enteed foolproof 
Switch---exclusive 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY OMPANY 
MAIN OFFICES and PLANT MADISON. WISCONSIN 


Additional Factories at. Clinton, Massachusetts, Lancaster, Ohio 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly 











This machine auto- 
matically provides 
printed reports from 
punched cards. 


The same machine for 


all phases of UTILITY ACCOUNTING 


J It isn't necessary to have a large volume of business to benefit by the 
punched card method of accounting. This modern, widely accepted 
accounting method now offers a unique and economical advantage to 
small and medium-sized companies. 

| This advantage lies in the flexibility of the machine shown above. 
This one machine will take care of practically every type of utility ac- 
counting. Automatically, from punched cards, it will prepare complete, 
alphabetic and numerical reports. By simply altering the controls on 
this machine you can switch from Billing to Payroll to Operating Ledg- 
ers—all in a matter of minutes. 

| Let us send you detailed information regarding the accounting econ- 
omy which this flexibility means to you. 


INTERNATIONAL HIN ASE BectENES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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GOOD Another Service Call 


INSULATORS Saved. . witha 
‘me, VSALITE 


[V] if Mf | “SHO-BLO” 


Y/ PLUG FUSE 


Insulators are only as good as the — 
experience and workmanship put in- 


to their production. The fuse that shows 
“N G” when it blows 





Our product is produced by men ge Shepetess cota one 


of the greatest experience to be found consumers can now spot their 
‘ blown fuses instantly .. . 
in the industry. quickly. You save the costly 
pa aa of ——s calls on 
: simple fuse replacements. 
Vicror made insulators are Goop 2 lhe prominent Electric, Light and Power 
ompanies who have already adopted the ITE 
InsuLATORS. “SHO-BLO” self-indicating fuse have effected 
savings of thousands of dollars in eliminating ser- 
vicing calls. Convince yourself of the money-saving 
Catalog on request features of this remarkable self-indicating fuse. 
Samples in whatever amperage you desire will be 
gladly sent along to you for your inspection. 
Write for samples and further details to-day! 


Victor Insulators, Inc. UNITED STATES ELECTRIC MFG. CORP, 


Victor, N. Y. 222-228 West 14th St., New York, N. Y. 
Chicago Branch Office, 323 W. Polk St. 




















VULCAN SOOT BLOWER CORPORATION 
CDu Bois C Pennsylvania 
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The Mountain Comes 
To Mohammed 


€ 


E realize that most merchants do not have the opportunity 

of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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National Association of Railroad 
and Utilities Commissioners 


NEW PUBLICATIONS 





1936 Revision 


UNIFORM SYSTEM OF ACCOUNTS FOR ELECTRIC . 
UTILITIES (Class A, B, C and D) $2.00* 


UNIFORM SYSTEM OF ACCOUNTS FOR GAS UTILITIES 
(Class A and B) (Manufactured and Natural Gas) 


Recommended by the Association for consideration and adoption by State Commissions. 


ANNUAL CONVENTION PROCEEDINGS (1936) N. A. R. U. C. $6.00 


Held November 10-13, 1936. Available February 1937. 
Convention Proceedings of 1932, 1933, 1934 and 1935 are also available. 


COMMITTEE REPORTS: 
The following reports, incorporated in the 1936 Convention Proceedings, are available in 
pamphlet form. 
Report of Committee on Public Utility Rates (44 pages) $.85 
Report of the Special Committee on Progress in Public Utility Regulation (38 pages)  $.85 
Chart, 17x22, entitled “Recent State Legislation Affecting Public Utility Regulation, 
Prepared by the Committee on Progress in Public Utility Regulation.” $.75 


Report, 8 pages, entitled “Total Annual Savings from Rate Reductions by Privately Owned 
Utility Companies as Reported to the Special Committee on Progress In Public ber 
Regulation by the State Public Service Commissions.” Per copy—$3.50 





CURRENT PUBLICATIONS 


DEPRECIATION—A Review of Legal and Accounting Problems 
200 pages $1.85 


By the Staff of the Public Service Commission of Wisconsin. An expert analysis of the 
outstanding depreciation problems and principles now confronting public service corpora- 
tions and State Commissions. “The Bible on Depreciation.” Emphasizing Straight Line 
Depreciation. 
*We allow the following discounts: 
5%—25 copies of any one System of Accounts 
10%—50 copies of any one System of Accounts 


(Where remittance accompanies order we pay forwarding charges) 





THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR” — for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 
light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 


NATIONAL CARBON COMPANY, Inc. 


ucc 
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MEMO to the chief 


“You’ve had your way about having a good-looking 
plant even though we went pretty wild on motorizing 
our machines. Let us in the Engineering Department 
have our way about the new plant extension and how 
we're going to apply power to the machines we're buy- 
ing. It might surprise you to know that putting a motor 
on every machine regardless is no longer considered 
modern. The best plants are not doing it. There is a 
newer, more efficient system of power application called 
Modern Group Drive which combines the best features 


of individual motor drive and line-shaft drive.” 




















(Excerpts from Power Transmission Council’s February adver- 
tising in Business Week and other business publications.) 


HE advertising campaign of Power Trans: 

mission Council on Modern Group Drive eda- 
eates your customer to use your product economi- 
eally, thus tending to reduce your costs and selling 
prices, to widen your market and to increase your 
business. The price your customer pays for elee- 
tricity depends largely upon how he plans and 
operates the application of power in his plant. 
By focussing the attention of industry on these 
subjects the Power Transmission Council Pro- 
gram is in the interest of, and warrants the 
support of, utility managements. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET . BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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THE CAREFUL INVESTOR JUDGES A SECURITY 
BY THE HISTORY OF ITS PERFORMANCE 


+ igo 
IN THREE-QUARTERS OF A CENTURY OF 
CONTINUOUS PRODUCTION HAS ESTABLISHED 
A RECORD OF PERFORMANCE 

THAT 1S UNEQUALLED IN THE HISTORY OF 


INSULATED WIRES AND CABLES 
TFE KERITE Wiaeecasie COMPANY INS 


NEW YORK CHICAGO SAN FRANCISCO 
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This Big Twin Burnham 
Never Costs a Cent 
For Retubing 


It is a cast iron twin section boiler used extensively 
for replacements. 


It can be installed without the least tearing out of 
building. Sections can be passed through any av- . 
erage size door. R. 


ts t 


Has a three times back and forth fire travel. That ae 
. . sell equ 
long travel makes its short fuel bill. ih 


Works admirably with hand or stoker firing. Re 


Gives a good account of itself with gas. (Liquic 


. . : $8 for the 
Made in 18 sizes, with capacities from 7850 to ait 


22390 sq. ft. cating 
The 
Send for catalog. Get the full facts. See for your- lech 


self. weighe 
Becaus 


r ’ machit 
make 
the ms 


Irvington, New York Zanesville, Ohio 





Representatives in All Principal Cities in the United States and Canada 
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R years the Ditto organization has dedicated 

its time and efforts to the production of low cost 

copies. Always its aim has been to manufacture and 

sell equipment that will do the job which you have 
to do at the lowest possible cost. 

That is why, two years ago, we perfected and have 
since been selling, the new Ditto Direct Process 
Liquid) Duplicator. This machine is especially suited 
for the reproduction of 100 to 250 copies. In this 
feld, its copying cost is lower than any other dupli- 
cating method. 

There are advantages to both the liquid and gela- 
tine type duplicators which should be carefully 
weighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
machines, Ditto representatives are in a position to 
make intelligent, unbiased recommendations as to 


the machine that will serve your purposes best. 
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Fo GELATINE of LIQUID proces. 
DUPLICATORS © ~~ 








For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


* * * > 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, Ill. 

Gentlemen: 

(1 I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

0 I would like to see a demonstration of your Gelatine 
Type Duplicator. No obligation. 


Name.. 
Address. .... 
Concern . 


Ciry 


Lee eee meee eee eeeeece 


——— i A. i i. i. ih i: ie a le ae i an a a me 


1 
‘ 
‘ 
‘ 
i 
i 
‘ 
‘ 
‘ 
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For 
Permanent 
Economy in 
Electrical 

Distribution 4 


EVERAL YEARS AGO, Johns- Manville 
introduced Transite Electrical Conduit 
—an asbestos-cement material so inherently 
strong and permanent that it ended the ex- 
pense of “‘concreting-in’”’ on many under- 
ground duct systems. And provided virtual 
freedom from maintenance whether installed 
under or above ground. 

Today, its companion conduit . . . Trans- 
ite Korduct . . . is lowering electrical dis- 
tribution costs—and keeping them low— 
on jobs where concrete casings must be used. 

Differing from Transite Conduit only in 
its lesser wall thickness, Korduct offers the 





vl Johns-Manville 
TRANSITE KORDUCT 
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WHEREVER 
electrical conduit 
must be “‘concreted- 4 
in’’—the light weight 43 

and long lengths of 
J-M Transite Korduct ' 
cut material and | 
labor costs, assure 
immediate instal- 
lation savings. 





same basic permanence, the same freedom 
from maintenance. 

Its lighter weight and long lengths reduce 
both material and handling costs. Hence 
on multiple-duct systems, in tunnels, bridge 
structures, dams—or wherever the service 
calls for “‘concreting-in,’’ Transite Korduct 
is your logical conduit choice. 

Making new conduit installations . . . re- 
placing existing materials? Be sure you get 
the new data-sheet manual on Transite 
Korduct. It also includes new data on 
Transite Conduit. Write Johns-Manville, 
22 East 40th Street, New York City. 
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Cutting A Bad Debt Lass 


To 
hs of one 


percent: 


g /100 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH - TELEMATIC 
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160 Foot Candles 


PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


In the jewelry store illustrated above, an intensi 
of 160 foot candles is produced on the display cases. 
Permaflector Built-In Direct Lighting offers the pub 
lic utility a modern lighting system that is a red 
Recommend it to your customers. 


Modern illumination for modern stores. Efficient 
direct lighting from concealed sources. Recessed 
Permaflectors control the light, delivering high in- 
tensity illumination to the merchandise without any 
glare and with no feeling of excessive brightness. load builder. 


Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 


PITTSBURGH REFLECTOR COMPANY 
"Pinsbureh 
OLIVER BUILDING » Anan. PITTSBURGH, PA. 
ermaflector— 
AUTO 
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hink of it in terms of business 
or think of it as happier living 
i’s here and none of us can 
ord to ignore it. 


ir Conditioning, as ‘‘ Products of General 
fotors”’ develop it, is a year round matter. 
Keeping warm in winter is a part of it. 
is keeping coo/ in summer. But true 
\ir Conditioning — man’s latest victory 
ver the elements — the creation of your 
wn special weather—calls for more than 
ating and cooling. It requires in addi- 
hon that during the whole year the air you 
reathe be regularly changed, cleaned and 
ireulated .. . air that has been humidified 
moistened) in winter and de-humidified 
moisture removed) in summer. Such is 
e miracle of modern Air Conditioning! 
What General Motors did with the 
motor car, it has done with automatic 
heating... made it an everyday affair— 
0 efficient that it is now an economy in 
ven the most modest home. 

And now comes another General 
fotors achievement — one that is vitally 
mportant to every ae man—whether 


























Air Conditioning 


—everybody’s business 


he owns, or leases, or rents... Frigidaire 
Controlled-Cost Air Conditioning. 

First it offers equipment of the exact 
size needed. This is very important — be- 
cause if it is too small it will not perform 
efficiently. If it is too large it will cost 
too much to operate. 

Next it offers the sype of installation 
that is most adaptable to any building— 
whether it is old or new—owned or leased. 

Then it provides the kind of air condi- 
tioning required—whether simple cooling 
or more elaborate control of a// atmos- 
pheric conditions. 

It offers matched and balanced equip- 
ment—each part in the system designed 
to work smoothly and economically with 
every other part. 

But most important of all, Controlled-Cost 
Air Conditioning puts all the facts on the 
table. It removes the ‘‘mystery”, the 
‘*guesswork’’—and because you know the 
facts you can control the cost. 

Air Conditioning is, and must be, every- 
body’s business. Make it your business to 
get the facts now from Delco-Frigidaire. 


Mt Vleys to lal lo 


DELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors, Dayton, Ohio 


ie) V-Wilom | -Wal (cmmeele) ai, (cay, om ee), lo) sle). il lemme) aw-NL. 
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SEND FOR 
THIS FREE 


BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 

In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 





ONE 
OF 
71 | 


CUSTOM MADE 
PRODUCTS 


DURATITE 


A smooth plastic 
compound for caulk- 
ing and glazing. Can- 
not dry out. Will not 
become brittle. Shot 
from a special gun 
into cracks and crev- 
ices. Can be painted 
over. Available in 
colors. 





The Tropical Paint & Oil Compa 


1100-1300 W. 70th Street 


ee 
a 2 ww = i 


Cleveland, Ohi 
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COMPRESSIBILIT Y= 


NOTE THIS SIMPLE BUT SIGNIFICANT TEST 


IF the average purchaser of gas purification material realized the difference between 
various kinds of wood filler on the market, he would think twice before buying on price. 
This picture tells the story. Observe how the Connelly Patented Chip Filler stands up under 
the man’s weight. In contrast, see the 
complete collapse of ordinary wood 
shavings, as the other man sinks knee- 
deep in the pile. 
[his shows what happens in your puri- 
fication boxes when you use an inferior 
wood filler. It packs down by its own 
weight and the agitation from the gas. 
Che bed loses its porosity; back pres- 
sures are set up, and frequent renewals 
are necessary. 
[he durability of the filler is often the 
limiting factor in the actual life of a 
purifier. The chip structure stands the 
raff of handling without breakage. 
Sean if Connelly Iron Sponge cost 
more, it would pay to use it, because 
it has greater capacity, higher average 
Ordinary wood shavings. Connelly Patented Chip Filler activity and longer life. 


CONNELLY covernor company 


CHICAGO, ILL. New Eng. Rep.: H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 




















@ Stowe Stokers burn the entire range from 4 

or 5% ash Pocahontas to the high ash coal from 

west of the Mississippi River. They give you 

greatest possible control over fluctuating mine 

prices—and changing freight rates—enable you 

to burn the coal natural to your location. There 

are other factors too that recommend Stowe A battery of four Stowe Stokers 
7 % burning cheap midwestern coal—at 

Stokers for your service. Full details on request. high efficiency. on 

4 E™, y 
THE JOHNSTON & JENNINGS CO. Catalog No. 10 gives full details—is 4 i iS 
977 Addison Rd. Cleveland, Ohio complete with 14 diagrams—20 illus- 
Engineering and Sales Services in the Principal Cities trations. Send for one. 


bas PERS 





jpensating — 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/4"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 





Less than 20 gallons of water at a pressure 
75 pounds or more are required per m 
This is the only efficient foam unit availat 
for smail lines. One gallon of Phomaid 
Solution makes 350 gallons of foam. 300 te 
400 gallons per minute may be continuous! 
produced by merely pouring additional sol 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstn- 
tion of the Phomaire Unit illustrated at the 
left. Don’t wait! Mail your request now. 


Get the Latest Foam Equipment 


Phos an Phomaide 


SOLUTION 
developed, made and sold by 
NEWARK NEW JERGEY 


ATLANTA 
RANBAS CITY 
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AS EASY AS DRIVING A CAI 





SHOVEL—DRAGLINE—CRANE 


@ Speed-o-Matic, and only Speed-o- 
Matic, applies time-proved hydraulic 
control to all the operating functions of 
the Link-Belt shovel - dragline-crane. 

It transfers the work of operation 
from the operator to the power of the 
machine itself —with such astonish- 
ing results that claims based on ac- 


tual data would appear extravagant. 
A visual demonstration is neces- 

sary for an appreciation of its advan- 

tages. Send for Book No. 1795. Address 

Link-Belt Company, 300 W. — 

Road, Chicago. Offices 

and distributors in 

principal cities. oes 
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YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 


| | New flat HSPEED(//PALROD 
—UNIT— 


Flat cooking surface gives more con- 




















tact for utensils! 


Provides greater 
cooking speed with 


less current. 


Get the facts now! 


ELECTRIC RANGES 


A. J. LINDEMANN & HOVERSON CO., Milwaukee, Wis. 
New York Chicago San Francisco 
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This industrial plant 
consumes a volume of 
gas large enough to 
supply a fair sized 
town. It’s a profitable 


load for the gas 
company and one 
that is being meas- 
ured ACCURATELY 
by EMCO Pressed 
Steel Meters. 


og cite 


PITTSBURGH EQUITABLE METER CoO. 


MERCO NORDSTROM VALVE Co. 
ATLANTA BUFFALO MAIN OFFICES PITTSBURGH, PA. CHICAGO MEMPHIS 


NEW YORK COLUMBIA KANSAS CITY PHILADELPHIA TULSA HOUSTON LOS ANGELES OAKLAND 





cone 
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Inverted pen arm, =@ | Left: Bristol’s Recording 
pivoted at the top, oe aes g Voltmeter, Model 540M, 
is easily removable phe ; ‘ > as — Movement is interchangeable 


a aa 


NEW FEATURES 


in round chart electrical recorders! 


Moisture-proof, fume-proof, dust-proof case plated tip and micrometer zero adjustment. 


of corrosion-resisting aluminum alloy. Delicately controlled by gravity, the pressure 


Tight fitting, rubber gasketed door. of the pen against the chart is constant,— 
Still greater sensitivity. even though the pen arm becomes bent. 
Interchangeable, sturdy yet sensitive meas- New “fine line” platinum point pen. 

uring element, with safety locking device Vitreous enamel zero coefficient resistors— 
for protection during transit. - minimizing heating errors. 


Inverted pen arm, with renewable chromium- Telechron or spring-driven clock. 
’ pring 


THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: Akron, Birmingham, Boston, 
Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, Seattle, San Francisco. Canada: The 
Bristol Company of Canada, Limited, Toronto, Ontario. England: Bristol's Instrument Company, Ltd., London, N. W. 10 


BRISTOLS 


TRACE MARK REG. U.S. PAT. OFF, 


PIONEERS IN PROCESS CONTROL SINCE 1889 
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COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 





The Type HV instruments combine ¢ 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange. 
ments—supplied with or without two- 
rate register. Low cost installation and 
Sc oe ae minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 
trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





* * DELTA-STAR PRODUCTS * x 


Air Break Switches up to 287 K. V. Metal-Clad Switchgear 
Boxes—Underground Cable Motor Operated Switches 

Bus Bar Clamps—2, 3 & 4 Bolt Type Oil Circuit Breakers—Oil-Blast 
Bus Supports—Indoor and Outdoor Oil Filled Cable Terminators 
Bushings—High Voltage Entrance Tube’ Pipe Fittings—‘UNICLAMP”’ 
Cable Supports—110, 220 and 600 volts Pole Top Switches, up to 287 K. V. 
Circuit Breakers—Oil-Blast Type Potheads—Indoor and Outdoor 
Clamps—N on-ferrous Bus Bar Receptacles and Plugs, G00 Volt 
Connectors—Clamp and Solder Type Roof Entrance Bushings 

Control Switches—For Switchboards Rural Line Switches 

Crane Rail Supports—Steel Mill Steel—Substation, Switch Frames 
Cross Arm Switch Frames Substations—Outdoor, Every Voltage 
Disconnecting Switches—All Types Supports—Bus for Indoor, Outdoor 
Distribution Centers Switches—Air Break, All Voltages 
Distribution Connectors Switchgear—Metal-Clad 

End Bella—Cable, Conduit Switch Houses—Outdoor 
Expansion Joints—Bus Switch Mounting Steel Frames 
Fittings—Pipe ‘‘UNICLAMP’’ Switch Operating Sticks 

Fuse Mountings, Indoor and Outdoor Tee Connectors—Clamp, Solder 
Fuse Switch Combinations Terminal Lugs—All Types 

Fuses, up to 132,000 Volts Tongs—High Voltage Fuse 
Grounding Switches Tubes—High Voltage Entrance 
Group Operated Switches, All Types Vault Unita—Waterproof 
Insulators—Switch and Bus Support Vertical Break Switches—Up to 287 K. V. 
Lugs—Solder and Solderless Vertical Lift Switchgear 


DelWa~Star QQ) Eleetrit Go 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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z BespeEAK CooPpERATION 





RESULTS OF PROGRESSIVE 
UTILITIEs: 

To the left: Original light- 
ing averaging 6 foot 
candles, spotty, glar- 
ing light. 


Below: New lighting 
averages 65 foot can- 
dles of soft, shadow- 
less, better illumina- 
tion, wattage in- 
creased five times. 


BEFORE 





PROGRESSIVE 
UTILITIES— 
ave concentrated on 
sale of Guth Indirect II- 
uminating Equipment 
with large load i 
crease and more satis- 
ied lighting customers. 





Increased Loads 


More 
Satisfied Customers 


PECIALIZING IN “BETTER LIGHTING” 
She BK OWIiN EF. Guin COMPANY 


DESIGNERS- ENCINEERS-MANUFACTURERS 
Lighting Equipment 


ST.LOUIS. USA 


——— 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 





THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE Serves A Nation! 
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Your Ytenographer Can Save The 


Cost of Printer’'s Type-Setting! 
ui, WABI-IYPER 


Here is a complete unit e as simple to oper- 
ate as atypewriter e which will provide the 
reading matter (printer's type styles) for 
your bulletins, forms, charts, catalogues, 
house organs, etc e It may be reproduced by 
photo-offset, stencil printing or gelatin 
and chemical duplicating. Hundreds of dif- 
ferent styles and sizesof types e instantly 
interchangeable e electrically controlled e 
providing absolute uniformity of impression e 
compact @ complete e It will save you from 
20 to60% on your printing bills. 

















y RALPH C. COXHEAD CORP. 


Body of text opposite prepared on 
the VARI-TYPER. 


17 PARK PLACE 


MANUFACTURERS 
NEW YORK, N. Y. 











WHY tone 


Silvray “Multiplex” Processing of 
standard Mazda lamps for street 
lighting purposes has proven itself 
as having a distinct and enviable 
position in this field. Developed to 
its present efficiency by the Welsbach 
Street Lighting Company, who are 
recognized as pioneers and leaders in 
this field; backed by their unlimited 
resources and experience, it is of- 
fered for use to Municipalities and 
Utilities as an economical and effli- 
cient means of improving effective 
street illumination. 


PROPER STREET LIGHTING 


(1) Reduces Crime 

(2) Decreases Accidents 
(3) Encourages Business 
(4) Promotes Civic Pride 


WHAT 


Silvray “Multiplex” 

Processing is electro- 

lytically applied to the 
exterior surface of the lamp bulb itself, 
and hence the reflecting qualities of the 
processing cannot be affected by dirt, dust 
or moisture. It redirects, -by reflection, 
light rays towards the street surface, 
which normally could not be utilized. 
By means of the light directing qualities of 
the Silvray “Multiplex” Processing an im- 
provement in effective street illumination, 
ranging from 30 to 50 per cent, is obtained 
depending on the style of luminaires. 
The services of this organization are offered to all 


Utilities and Municipalities interested in promotion 
of more effective street illumination. 


AMERICAN STREET ILLUMINATING CO. 
“Backed by 59 Years Street Lighting Experience” 


261 N. Broad St. Philadelphia, Penna. 
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DRIVES... 
dependable and 


AQ f H 
\ Aeneemeomical 


Hicn DEPENDABILITY is one reason 


H-605b 


for the popularity of Elliott turbines for 
driving all sorts of centrifugal pumps, 
coal pulverizers, fans, etc. 


Other intrinsic advantages are low 
maintenance, the ability to handle 
overloads, the fact that the turbines are 
dustproof, without fire hazard, easily 
controlled for variable speeds, that the 
clean exhaust steam can be used in 
process, or the turbine can operate on 
exhaust steam from other units. 


= 


This group of machines represents a 
_ single order from a nationally famous 
manufacturer who values depend- 
ability. These eight machines are 


ELLIOTT 
Mechanical Drive 
TURBINES 


Elliott mechanical drive turbines cat 
drive direct at speeds of 1200 to 36M 
r.p.m. For lower speeds they are equipped 
with very compact built-in gears, 
illustrated above. Elliott turbines ar 
built in a complete range of sizes ant 
for any steam pressure or back pressure 
desired. They can fit your heat balance. 

It is that extra built-in, rugged de 
pendability of Elliott mechanical dri 
turbines that appeals so strongly to users. 
You can check for yourself their hig 
grade design and construction. Ask for 





ELLIOT 


Steam Turbine Department : 


COMPANY 


PITTSBURGH, PA. 


Bulletin H-9. 
[c 


JEANNETTE, PA, 





District Offices in Principal Cities 
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q New Jersey Gas Association will convene, Asbury Park, N. J., March 23, 1937. 





{ American Society for Testing Materials concludes 1937 regional meeting and 
committee week, Chicago, Iil., 1937. 








Oklahoma Telephone Association will hold session, Oklahoma City, Okla., March 23, 
1937. 


“7, 





| Soe Independent Telephone Association will convene, Des Moines, lowa, April 6-8, 
1937. 





American Gas Association will hold distribution conference, Washington, D. C., 
April 12-14, 1937. 





National ~~ Protecti Association, Electrical Committee, begins session, Atlantic 
City, N. 37. 





| Institute of Radio Engineers starts meeting, New York, N. Y., 1937. 





Mid-West Gas Association will hold annual convention, Waterloo, Iowa, April 12-14, 
1937. 





{ American Water Works Association, Canadian Section, will convene, 
Montreal, Canada, April 14-16, 1937. 





{ Missouri Association of Public Utilities will hold meeting, Excelsior Springs, Mo., 
April 21-23, 1937. 





4 The Chamber of Commerce of the United States will hold its 25th annual convention, 
Washington, D. C., April 26-29, 1937. 





{ Wisconsin Utilities Association, Gas Section, Commercial and Technical Divisions, 
starts meeting, Milwaukee, Wis., 1937. 





4 Texas Telephone Association opens convention, Dallas, Texas, 1937. 
{ Railway Engineering Association convenes, Chicago, I: me A 





4 Edison Electric Institute, Technical Committees, will hold session, Chicago, IU., 
May 3-7, 1937 
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Federal Power Proposals and 
Private Dollars 


Aims of opposing groups of Federal officials as 

to the extent of governmental control by hydro- 

electric development—The Big Dam and Little 
Dam controversy. 


By HERBERT COREY 


to death and taxes. The admin- 

istration’s power plan, in one 
form or another, will be offered to 
Congress for action. 

It may be put through. 

It is possible that the opposition of 
the advocates of states’ rights—what 
is left of them — and of the “little 
rivers” conservationists and of the in- 
vestors in the utility companies will 
block it. It is true that the New Deal 
overwhelmingly controls both houses 
of Congress. It is also true that con- 
gressional leaders fear that this huge 
majority may split into blocks. Every 


Me de sure thing has been added 
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effort will be made to hold the congres- 
sional mass together. 

The essence of the plan was stated 
by Morris L. Cooke, then Adminis- 
trator of Rural Electrification. That 
essence is the complete domination of 
the electric utilities by the Federal 
government. 

Nothing can be simpler than that. 
Nothing can be simpler, for that mat- 
ter, than an earthquake. When the first 
shock is over the power plan and 
an earthquake have another point of 
resemblance. They are alike in the com- 
plexity of their scrambled details. It 
is one thing to shake down a structure. 
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It is another thing to bring some sort 
of order into the mess that remains. 

Boiled to its bones the power 
plan calls for the division of the United 
States into a number of power areas, 
without regard to state lines. The lim- 
its of these areas are to be determined 
by more or less precise reference to the 
natural sources of power contained 
within them. Each will be presided 
over by a Federal administrator. Be- 
cause state lines will have been wiped 
out, so far as the production and dis- 
tribution of electricity is concerned, 
state regulation must be done away 
with. Otherwise there would be a con- 
stant conflict between state and Fed- 
eral authorities. 


A a matter of course, this assures 
long-continued and bitter litiga- 
tion. Only the decision of the Supreme 


Court of the United States will fix the 
exact point at which state authority 
over state matters must cease in the 
future and Federal authority super- 
vene. If the Supreme Court decides in 
favor of the states it is reasonably cer- 
tain that an amendment to the Consti- 
tution will be asked for, to give the 
Federal government that centralized 
authority which it now lacks. This 
amendment will be favored by others 
interested in the movement toward cen- 
tralization who are not primarily con- 
cerned with the utility problem. 

The power plan favored by the ad- 
ministration calls for the complete de- 
velopment of all natural sources of 
power. At the beginning this refers 
only to the utilization of water power. 
It is conceivable that in the end the 
principle will be stretched to cover 
natural gas, oil, and coal used for pow- 
er production purposes. This would be 
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an entirely logical development. If the 
states are deprived of the authority to 
regulate the production and distribu. 
tion of hydro electricity it may be as- 
sumed they would also be deprived of 
authority to regulate the production 
and distribution of oil, gas, and coal, 
In that event it is to be anticipated that 
the states will not be permitted to inter- 
fere with Federal control through the 
exercise of their taxing power. If this 
extension of Federal power is vali- 
dated by the courts and the voting pow- 
er of the people, the gate is opened for 
its further extension in other lines. 


, ] ‘HE power plan proposes that 
through the utilization of water 


power the cheapest possible electricity 
may be offered to the consumer. The 
most extreme advocates of the plan 
frankly regard electricity as on a par 
with air, sun, and rain, and would have 
it made available at the bare cost of 
manufacture and distribution. If this 
policy were to be closely approximated 
the privately owned utilities would be 
confronted with competition that 
would be quickly ruinous to them. At 
this point the power plan advocates 
divided into two camps. 

In one are to be found the out-and- 
out advocates of government owner- 
ship. They would have the government 
take over the business of making and 
distributing electricity, lock, stock, and 
barrel. As our laws do not yet permit 
the expropriation of privately owned 
property, as in Russia, the same end 
would be reached by somewhat softer 
means. The privately owned properties 
would be purchased by the government 
at a price fixed by it. In this group are 
to be found men who would not even 
submit the.price determination to arbi- 
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tration or to condemnation proceedings 
in the court. They would compel the 
utilities to take a scrap-iron price for 
their properties under the threat of du- 
plicating their facilities and under-sell- 
ing them. 


n the opposition group are to be 

found such men as Dr. Arthur E. 
Morgan, chairman of the Tennessee 
Valley Authority. He—and they—are 
unshakable in their contention that 
dectricity should be made available to 
every one at approximately the cost of 
production and distribution. However, 
they are not Asiatic in their contem- 
plation of the means to be used. They 
would not insist on complete govern- 
ment ownership and operation, but 
would pursue a flexible course. In areas 
in which cooperation with privately 
owned utilities seems advisable they 
would enter into give-and-take agree- 
ments. The privately owned production 
plants which can be most economically 
employed would be retained in service, 
and power from both private sources 
and government sources would be 
thrown into a common pool, to be dis- 
tributed through existing facilities or 
such other facilities as the government 
might find it advisable to install. The 
control of price would be vested in the 
government, because of its possession 
of unlimited sources of supply and its 
indifference to costs when an end is 
to be attained. 


Unlike the first group, however, 
they promise fair play to the privately 
owned utilities. By this they mean that 
when the government takes a plant 
away from its owners it shall pay a fair 
price. They agree that these prices 
should be fixed by the methods which 
have always been in use, namely, arbi- 
tration or condemnation through court 
procedure, if the parties are unable to 
reach an understanding by private 
treaty. If codperation in production 
and marketing were agreed to, they 
would consent, at least in theory, to 
rates for current which would afford 
the investors a fair return. It must 
be borne in mind that the underlying 
purpose is always to furnish the con- 
sumers with current at the lowest pos- 
sible cost. No one has been precise in 
stating what “a fair return” for capital 
may be. 


| and when these power areas are 


set up, each administrator will 
have full authority to control the pro- 
duction, distribution, and sale of elec- 
tricity in his area. He must, of course, 
have authority to prevent the exporta- 
tion and importation of current for the 
protection of the domestic consumers 
and power users. There must be an 
Administrator Over All, however, to 
keep the area administrator within 
bounds. Otherwise the boss of Area 
A might cut rates to coax business 
away from Area B. Or the bosses of 


“THERE is but one way—broadly speaking—to control 
erosion in the area back of a big dam. That is to persuade 
the landowners to seed their ground to perennial forage 
crops that will hold the soil, or else to permit it to grow up 
to timber. The ideal would be for the government to own 
the land and take the necessary preservative measures.” 
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A and B might get together to change 
the character of their areas in accord- 
ance with their ideas of beauty, de- 
corum, and sweeter home life. An- 
other point of friction within adminis- 
tration circles is discovered here. 

It had been assumed that Basil Man- 
ly, vice chairman of the Federal Power 
Commission, would be made the Fed- 
eral codrdinator to boss all Federal co- 
drdinators. Mr. Manly is active, able, 
and, while he is not regarded as a warm 
friend of the privately owned utilities, 
he has been considered by them as rea- 
sonably fair. But Chairman Frank R. 
McNinch of the FPC is not pleased 
with the suggestion that he be passed 
over if the plum tree is to be shaken. 
Secretary of the Interior Ickes is un- 
derstood to have permitted his friends 
to understand that he is not only the 
best man for the post but that he vio- 
lently wants it. Chairman Arthur E. 
Morgan of the TVA has been sug- 
gested, on the ground that he has been 
disposed to be fair to the privately 
owned utilities. 


oe member David E. Lilien- 
thal of the TVA has been urged 
for the place because he is regarded as 
hostile to them. U.S. Senator George 
R. Norris and others of his group are 
represented as determined that no man 
not an avowed supporter of govern- 
ment ownership shall become the Ad- 
ministrator Over All. They will have 
the whip hand, unless the administra- 
tion has even greater power in the Up- 
per House than is indicated, for before 
any bill becomes law they can demand 
that the administrator may only be 
named by and with the advice and con- 
sent of the Senate. This power of veto 
has always been dear to the Senate. 
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Meanwhile a cloud is being cast by 
the “‘little rivers” men. Unless and un- 
til the Supreme Court hands down a 
clear-cut decision granting the Federal 
government authority to build big 
dams for the principal purpose of pro- 
ducing electricity, the New Deal wil] 
be forced to take refuge behind the 
allegation that its big dams are being 
built for flood and navigation control, 
and that the production of electricity is 
merely incidental. This is a reversal 
of its initial position, which had been 
assumed before its leaders knew as 
much of the law and the court decisions 
as they know now. In the effort to con- 
vince those interested that their pri- 
mary interest was in the control of 
floods they built up a body of active 
sentiment for the conservation of the 
land. 


HIs had been talked of, of course, 
ever since the first hill began to 
wash, and some little had been done 
about it. When the TVA moved into 
the Tennessee valley it deluged the 
country with most moving views of the 
injury done to farmlands by the annual 
washes. There could be no contradic- 
tion of the facts as shown. Unless the 
erosion were stopped, the farm lands 
would be ruined and ultimately the 
big dams would be filled with silt, and 
the whole flood-cum-navigation-cum- 
national defense - cum - cheap power 
scheme would be washed out. 
There is but one way — broadly 
speaking — to control erosion in the 
area back of a big dam. That is to 
persuade the landowners to seed their 
ground to perennial forage crops that 
will hold the soil, or else to permit it to 
grow up to timber. The ideal would be 
for the government to own the land 
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Flood Control and Navigation Aims 
66] June and until the Supreme Court 


hands down a clear-cut decision grant- 
ing the Federal government authority to build 
big dams for the principal purpose of produc- 
ing electricity, the New Deal will be forced 
to take refuge behind the allegation that its 
big dams are being built for flood and naviga- 
tion control, and that the production of elec- 
tricity is merely incidental.” 





and take the necessary preservative waters are caught and held in a multi- 
measures. Where this is not practi- tude of little basins. It is in effect a 
cable the farmers must be persuaded. It return to nature’s way of lessening the 
may be necessary in certain areas for flood tide through the absorption of 
the government to forbid hillside culti- waters in fields that have not been 
vation in the slopes back of the big skinned of their protective herbage and 
dams. This would be an interference in forests bedded deep in mould. The 
with the authority of the state, but booklet “Little Waters,” written by 
could probably be achieved through H. S. Person, consulting economist, 
state codperation. This codperation and presented by the collaborating Soil 
could be secured in all cases in which Conservation Service, the Resettle- 
the state is profiting by the Federal en- ment Administration, and the Rural 
terprise. In the Tennessee valley, how- Electrification Administration, created 
ever, complaints have been heard that little short of a furore when it appeared. 
the government has acquired so much If the control of headwaters, as ad- 
land either for reservoir purposes or vocated in this booklet, were accepted 
protection against silt that state and as an administrative policy, the power 
county revenues have been impaired. plan would receive a severe blow, 
for without big dams it would be shorn 

| grmleae a school of practical of much of its importance. These big 
farmers and conservationists has dams, present or prospective, are in the 
become vocal in opposition to big dams areas of the Tennessee valley, the Co- 
—the only dams that are useful for lumbia river basin, the St. Lawrence 
power production purposes—and in- river valley, Passamaquoddy, and the 
sistent that the control of the “little proposed Mississippi River Authority, 
waters” is the only way in which ero- which would control the Mississippi 
sion can be checked without injury to watershed from source to mouth of the 
the countryside. This involvesthedam- big river. There are an infinite number 
ming of gullies and washes right to of other big dams, present or prospec- 
the top of the hills. No flood-like off- tive, which would form the nucleus for 
pouring is permitted because the storm _ power pool areas, if the plan is accepted 
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by Congress, each with its Authority. 
Even without the big dams, however, 
the Federal control of electric utilities 
could be secured by law, if any instru- 
ment which thus invades states’ rights 
could be validated by the Supreme 
Court. 


re it is obvious that no 
matter what form it takes, with 
or without big dams, with full owner- 
ship by the government or partial own- 
ership plus codperation, or Federal reg- 
ulation as opposed to the regulation by 
the states, an injury will be done to one 
of the greatest of American industries. 
The moral aspects of the problem will 
not be touched on here, nor will further 
reference be made to the fact that the 
policy of government ownership is be- 
ing furthered by the government with- 
out reference to the people. (It might 
be urged, of course, that the jug-han- 
dled vote given Mr. Roosevelt in 1936 
amounted to a mandate.) These facts 
will be accepted without dissent, how- 
ever, by both sides: 

First, the utility industry has an in- 
vestment of somewhere between twelve 
billions and fifteen billions of dollars; 

Second, it has been earning a good 
return. Its paper has been a preferred 
investment for the most conservative 
holders. 

Third, it has been paying in various 
taxes to the Federal, state, and local 
governments from twelve to fifteen per 
cent of its gross income. 

Fourth, by whatever proportion the 
privately owned utilities are taken 
over by the government this tax pay- 
ment will be reduced. The government 
does not pay taxes to itself. Likewise 
the government—which is to say the 
Federal taxpayer—amust stand the loss, 
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if the government loses money in op- 
eration. At present such losses are ab- 
sorbed by the stockholders. 

Fifth, it may be assumed that if the 
industry passes into the hands of the 
Federal government, in whole or in 
part, no fewer employees will be en- 
gaged than are now in the service. If 
the usual rule of governments in busi- 
ness is followed, that number will be 
largely increased. 


7: does not follow that the men and 
women now employed will be re- 
tained under the government. It is not 
to be hoped that the political head of an 
administration—any administration— 
would overlook the value of so great a 
body of votes. Dr. Arthur E. Mor- 
gan, of the TVA, called attention to 
this: 

“If we greatly extend public owner- 
ship, then the doctrine that ‘to the vic- 
tor belongs the spoils’ will spell the 
doom of social and economic decency 
and health.” 

Morris L. Cooke agreed with Dr. 
Morgan. When asked if he thought it 
would be a good thing for the Federal 
government to take over the electric 
business in the United States, he re- 
plied : 

“T think it would be a calamity.” 

If the power pool plan were adopted, 
however, it would not be necessary for 
the advocates of public ownership to 
go to the full doctrinary limit to get 
complete control of the industry. Dr. 
Morgan has observed that “electric 
power distribution by public ownership 
must be seen as a regional rather than 
a municipal matter.” 


 asmengaie control by the govern- 
ment must be seen as a regional 
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rather than as a municipal matter. It 
is, in fact, the only practicable way in 
which that control could be secured. If 
the Federal government proposed to 
buy outright the utilities of the five 
states of the Tennessee valley it is at 
least reasonable to conclude that the 
taxpayers — at least those taxpayers 
who are not completely mute—would 
have protested against a huge and need- 
less addition to the public debt. It would 
i be extremely difficult for the adminis- 
tration to secure the passage by Con- 
gress of a bill giving to the Federal gov- 
ernment the sole authority to regulate 
utilities, without regard to state lines. 

But when the same proposition is 
presented in the guise of making use of 
the magnificent and neglected natural 
resources it, somehow, begins to look 
like a bargain. 

Before Congress does anything at 
all, if it has regained control of those 
deliberative faculties which it once pos- 
sessed, it will presumably undertake 
an examination of the present status in 
the Tennessee valley, where some if 
not all of the obstacles to complete con- 
trol are being met by the TVA that 
would be encountered if the power 
plan were to be made law. The re- 
luctance with which the stockholders of 
the Commonwealth and Southern have 
displayed to surrendering any portion 
of their property to Authority Director 


Lilienthal’s somewhat obdurate mer- 
cies is known and that ancient history 
will not be recounted again. 


|. ye the TVA and the Common- 
wealth and Southern have made 
a real effort to work out some fair 
compromise between what Lilienthal 
wants and the Commonwealth and 
Southern must have and up to this time 
without success. A similar conflict 
must take place in every one of the 
power areas, if they are established 
by law, between the agencies of the 
Federal government and the privately 
owned utilities. The Commonwealth 
and Southern has urged that compe- 
tition between a federally owned sys- 
tem and a large privately owned system 
would be detrimental to the interests 
of both. It has recognized that no cor- 
poration, no matter how great, may 
hope to resist the power of the Federal 
government if there is a disposition to 
apply that power ruthlessly. It there- 
fore has asked that: 

Either the government buy all its 
systems in the Southeast, or ; 

Permit the Commonwealth and 
Southern to operate free of the unfair 
competition of the government organ- 
ization. 

Failing the acceptance of either 
suggestion, the Commonwealth and 
Southern would propose an intercon- 


“Ir Dr. Morgan’s plan were to be adopted by the Federal 
government in its dealings with the privately owned utilities, 
the whole complexion of the power plan, as tt 1s understood 
at present, would be changed. He has said nothing of a 
projected invasion of states’ rights, although under his prop- 
osition states might enter into a treaty with each other or 
the Federal government for the accomplishment of certain 


ends.” 
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nection of the generation and transmis- 
sion facilities of both the TVA and the 
Commonwealth and Southern, leaving 
the distribution exclusively to the pow- 
er companies and the existing munici- 
pal plants. 

Or that the government acquire, 
either by condemnation or negotiation, 
the generation, transmission, and dis- 
tribution lines in an area selected as a 
“vardstick,” under pledge that the 
government’s operations be confined 
strictly to the selected area for an 
agreed number of years, and that the 
cost accounting shall be determined un- 
der a uniform system as determined by 
the Federal Power Commission. 


C is understood that Chairman A. E. 
Morgan agrees in the whole with 
this statement of interest, and that his 
feud with Authority Director David 
Lilienthal has its springs in that fact. 
Lilienthal would acquire selected items 
of the Commonwealth and Southern 
system at his own price, under threat of 
duplication and consequent ruin, and 
thereby make sure of a profit-showing 
operation. This would be especially as- 
sured if he is permitted to make his 
own cost-accounting and capital-in- 
vestment showing. If Morgan resigns, 
it may be taken for granted that the 
administration is committed to the Lil- 
ienthal method. Morgan has main- 
tained that the utility industry is af- 
fected by a public interest, and is not to 
be permitted to operate with a sole view 
to the making of a private profit. 
However, he would allow a profit to 
the degree necessary to secure sufficient 
capital, competent management, and 
progressive development. He would re- 
quire a privately owned utility to make 
such additions as needful to serve its 
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territory, but he would not force such 
a utility to surrender its property with- 
out fair compensation. He believes that 
public bodies operating utilities should 
be required to account for property 
and services at their full and fair valye 
and to pay fair compensation to the 
men engaged in them. He opposes ar- 
bitrary action by the government and 
suggests that public officials or agencies 
who or which have been aggressive in 
favor of a policy should not be the sole 
determiners of such matters as values, 
representation, or delimitation of areas 
where private utilities are involved. 


N all cases he thinks standard arbi- 
tration methods should be used. He 
is committed to the policy of informing 
the private utilities frankly of the 
TVA’s plans, in order that there might 
be removed what they claim to bea 
very real but undefined threat of un- 
compensated dismemberment and du- 
plication of facilities, which they claim 
puts them at an arbitrary disadvantage 
in relation to public power agencies. He 
deprecates ruthless strategy by either 
side and would remove the fear the 
Commonwealth and Southern now 
feels that low-priced or allegedly sub- 
sidized TVA power might destroy pri- 
vate investments in pool areas. Finally, 
he would have the negotiations between 
the opposing parties proceed a stage 
at a time, by the trial and error system, 
perhaps under a contractual agreement 
which could be altered as required. 

If Dr. Morgan’s plan were to be 
adopted by the Federal government in 
its dealings with the privately owned 
utilities, the whole complexion of the 
power plan, as it is understood at 
present, would be changed. He has 
said nothing of a projected invasion 
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e such of states’ rights, although under his Dr. Morgan is an advocate of fully 





‘With- proposition states might enter into a centralized government. 
+s that treaty with each other or the Federal In any event codrdinated power 
hould government for the accomplishment of operation in the TVA area is eventu- 
perty certain ends. ally inevitable no matter who finally 
value It might even be doubted whether operates what part of it. 
‘0 the 
Ss ar- 
it and 
enicies 
ive in 
€ sole 
alues, 
areas 
d. 
ath Queer Goings On in the Telephone Field 
|. He HEN “hot air” passes through the telephone wire, that’s not news, 
le but when a telephone wire passes through hot air, that, as the 
ming sports writers would say, is a hot one. Believe it or not, the Bell Tele- 
F the phone System is fixing to make you folks talk through a gas pipe in the 
sah very near future. It’s all on account of this coaxial cable that the Bell 
night Laboratories have been monkeying with during the last few years. This 
be a cable is really a pipe filled with certain gases and a tube core her- 
¢ metically sealed, except for the terminal connections, from the outside 
un- world. It can transmit 240 telephone conversations at once. It had its 
1 du- debut in Manhattan last December for the edification of the newspaper 
rm men. Now the trick is to find somebody who can carry on 240 telephone 
laim conversations at once. Most of the newspaper men suggested their city 
itage editors. 
* * * * 
s. He ; ; : ' 
sther Don’t blame the telephone company if you pick up your party line 
receiver and hear a noise suggesting the combination of a brutal murder, 
- the a cat fight, and the S. S. Queen Mary on a foggy night. It may be only 
7 little Willie, the neighbor’s boy, taking his bagpipe lesson. Such was 
now the disheartening tidings contained in a news item in a recent telephone 
sub- journal. It seems that Pipe-Major J. Maclean of Rockcliff, Kilcreggan, 
er Scotland, a noted bagpipe virtuoso, has started to tutor pupils by 
P long-distance telephone. Do you intend to put up with such a thing in 
ally, this country, Mr. Federal Communications Commissioner? Have the 
: subscribers no rights? 
veen + * * * 
tage The telephone has broken into diplomatic circles. Yes, indeed. The 
tem, peace plan proposed by Secretary of State Hull at the recent Inter- 
nent American Conference at Buenos Aires sets up a consultative committee 
to consist of representatives of the twenty-one signatory republics. In 
case of war or any threat of war, members can get in touch with one 
> be another at any time “by telephone, telegraph, or mail.” The idea of the 
‘ telephone treaty clause is to avoid delays heretofore characteristic of 
it in formal diplomatic communication, such as that which allowed the 


Battle of New Orleans to be fought days after the War of 1812 had been 
ended by the Treaty of Ghent. It’s a good trick if it works, but one 
wonders whether direct communication between some of our contem- 
porary officials would always lead to peace. Can you imagine a quiet 
little chat between Hitler and Stalin? With the best intentions in the 
world, Secretary Hull may be setting up only another medium through 
which our statesmen can insult one another—“quickly, clearly, and in- 
expensively”—to quote the long-distance phone ad. 


283 MAR. 4, 1937 





Going Value Is Still with Us 
and Why Not? 


But it is not an element, in the opinion of the 
author, to be automatically recognized; nor should 
it be automatically repudiated. 


By LLOYD BEMIS 
S much has been written and said 


about going concern value during 

the last few years that there is a 
definite burden of proof, so to speak, 
resting upon any one who attempts to 
plow anew this much harrowed ground, 
to show that he might have something 
else to offer besides the hackneyed 
arguments that have been bandied back 
and forth between those who still be- 
lieve in and those who refute going 
value. With all due humility, this 
writer approaches this task with a 
bouquet of Supreme Court decisions. 
By nothing more spectacular than old- 
fashioned interpretation of the court’s 
own words, he feels there is still some- 
thing to be said of going value, other 
than that it is dead, dying, or sadly 
misunderstood. 

In short, this writer feels that for 
those who take the trouble to read the 
Supreme Court decisions in various 
cases to be cited later, there should be 


little difficulty in understanding, not 
only the general concept of what going 
value is, but what is far more impor- 
tant, when it is. 

First of all, much unnecessary con- 
fusion can be brushed away if we will 
only recognize that going value is not 
one of those immutable verities of the 
valuation process—something to be 
recognized and accounted for in each 
and every appraisal, regardless of how 
other elements of value have been 
recognized and accounted for. In other 
words, we must recognize the practical 
rule that going value exists as a sepa- 
rate unit for appraisal only when it 
has not otherwise been recognized and 
accounted for. 

To give a concrete example, let us 
pass over the classical definition of go- 
ing value as the “difference in value 
between the bare bones plant assembled 
and ready to operate and the same plant 
operating as a going concern with busi- 
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ness attached.”’ Let us proceed straight- 
way to the hypothetical case of, let us 
say, a toll bridge. Now it is obviously 
possible to count up the cost of every 
nut and bolt and girder of the bridge. 
To this we can add different labor 
costs, insurance, and other overheads. 
When we finish this we have the cost 
of building the bridge—the capital in- 
vestment, every nickel the owner put 
out on the job. Next we compute the 
cost of attaching business—advertis- 
ing, training personnel, and so forth. 
These are operating expenses—every 
nickel the owner put out in bringing 
his business into normal successful 
operation. 


N” when we have done all that, 
why should there be any allow- 
ance for going value? What value is 
there over and above that, which has 
been included either as capital cost or 
operating expense? To permit a sepa- 
rate allowance for going value under 
color of “cost of attaching business,”’ 
or “overheads,” would result in unjust 
enrichment of the utility company. It 
would be simply letting the company 
have its cake and eat it too. However, 
where a part of such capital costs or 
operating expenses have clearly not 
been recognized in either the appraisal 
or the operating expenses as such, an 
allowance for going value is not only 
fair but necessary under such circum- 
stances, to avoid confiscation. This 
might easily happen in the event that 
a state commission insisted on a literal, 
restricted valuation of a plant, section 
by section, without fully and clearly 
allowing for the overhead costs or in- 
tangible expense item previously men- 
tioned. 

Thus we see that “going value” as a 
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separate allowance in valuation is not 
un element to be automatically recog- 
nized nor automatically repudiated. It 
all depends upon the manner in which 
the valuation appraisal has been made. 
That is just about what the Supreme 
Court has said in the three principal 
modern decisions on this subject.? 


NDER these decisions neither con- 
fiscation nor unjust enrichment 
is permitted in public utility cases. 
Capital accounts may include proper 
overheads. But when overheads have 
been properly capitalized, they may not 
also be added to operating expenses, 
and thus become the basis for a double 
burden on consumers and a means of 
confusing investors who are looking 
for actual valuation data. Likewise, 
items which have been charged to op- 
erating expenses are not to be added to 
capital account. Disputed items which 
have been allocated either to operating 
expenses or to capital accounts are not 
to be further augmented by including 
such items in claims for going value. 
The confusion as to what the court 
has meant in these and other cases 
probably results from the liberality of 
the court in refusing to interfere in the 
details of the local regulatory process. 
There are certain disputed items in 
many utility appraisals which may be 
easily charged to either operating ex- 
penses or capital accounts. The court 
has simply said to the utility, in effect, 
“you can do it either way you want to, 
but you can’t do it both ways at once.” 


—_—_— l 
1 Los Angeles Gas & E. Corp. v. California 


R. Commission, 289 U. S. 287-334, P.U.R. 
1933C, 229; Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission (1934) 292 
U. S. 290-312, 3 P.U.R. (N.S.) 279; Colum- 
bus Gas & Fuel Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 398-415, 4 
P.U.R. (N.S.) 152. 
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And where a state regulatory body has 
preferred one method to the other, the 
court has given the regulatory agency 
the benefit of the doubt in the absence 
of affirmative or convincing evidence 
to the contrary. 

“We do not sit as a board of revi- 
sion, but to enforce constitutional 
rights,” said the court in the Los An- 
geles Case. 


it is somewhat ironic that this very 
commendable forbearance on the 
part of the court—this obvious intent 
to give the state agencies the fullest 
possible latitude of regulatory action— 
should be the basis for criticism to the 
effect that the court is inconsistent or 
cannot make up its mind on whether 
going value should be considered or 
not considered. 

Thus, only recently, a critic of the 
“fair value” principle in Supreme 
Court decisions reviewed all the Su- 
preme Court cases on going value cited 
by Chief Justice Hughes in the Los 
Angles Case (there were ten of 
them)* and said with attempted sar- 
casm “the Chief Justice finds no con- 
flict in any of these decisions.” The 


answer of this writer to that observa. 
tion is, “Of course!” Naturally, the 
approach of the court in these cases dif. 
fered as the respective factual situa- 
tions and legal issues differed; but 
surely the conscientious reader of the 
text of the decisions will find the 
court’s broad underlying concept of 
“fair return on a fair value” running 
like a bright red thread through the 
whole series. Even in those cases where 
vigorous dissenting opinion was reg- 
istered, it is easy to perceive the same 
principle beneath both majority and 
dissenting reasoning. The difference 
between them is invariably a difference 
as to evidence—and upon evidence 
judges will always differ in close cases, 
as long as there are judges and evi- 
dence. 


HROUGHOUT these decisions runs 

the thought that determination 
of the value of utility property “is not 
a matter of formula” but there must 
be a “reasonable judgment having its 
basis in a proper consideration of all 
relevant facts.” The property may not 
be appraised as “junk” or “bare 
bones,” but must be valued as an “in- 





2 Willcox v. Consolidated Gas Co. (1909) 
212 U.S. 29; 52, Le L.ed. 382; Cedar Rapids 
Gas Light Co. Cedar Rapids (1912) 223 
U. S. 655, 669, 56 L.ed. 594; Des Moines Gas 
Co. v. Des Moines, 238 U. S. 153, 165, P.U.R. 
1915D, 577; Denver v. Denver Union Water 
Co. 246 U. S. 178, 191, ons 1918C, 640; 
Lincoln Gas & E. L. Co. Lincoln (1919) 
250 U. S. 256, 267, 268, 63 Lied. 968; Galves- 
ton Electric Co. v. Galveston, 258 U. S. 388, 


e 


394, PUR. 1922D, 159; Georgia R. & Power 
Co. v. Georgia R. Commission, 262 U. S. 
625, 630, P.U.R. 1923D, 1; Bluefield Water 
Works & Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 6%, 
P.U.R. 1923D, 11; Public Utility Comrs. 
v. New York "Teleph. Co. 271 U. S. 23, 3l, 
P.U.R. 1926C, 740; McCardle v. Indianapolis 
Water Co. (1926) 272 U. S. 400, 414, P.U.R. 
1927A, 15. 


ance on the part of the court—this obvious intent to give the 


q “Tr is somewhat tronic that this very commendable forbear- 


state agencies the fullest possible latitude of regulatory ac- 
tion—should be the basis for criticism to the effect that the 
court 1s inconsistent or cannot make up its mind on whether 
going value should be considered or not considered.” 
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tegrated operating enterprise.” The 
valuation may not stand unchallenged 
if it results in “confiscation” on the one 
hand or “unjust enrichment” on the 
other. 

But let us get right down to the 
harmonization of some of these cases, 
and the innate fairness and consistency 
of the court’s position will speak for 
itself. First of all, in point of time, 
was the Cedar Rapids Gas Case in 
1912. There the court noted that, in 
the decision under review, “the fact 
that the plant was in successful opera- 
tion had been taken into account and 
that a value had been fixed which con- 
siderably exceeded its cost.’ Natural- 
ly the court felt no need to interfere 
with the result. 

Then in 1915 came the Des Moines 
Gas Case, wherein the lower court had 
excluded a special item for going value 
in dealing with a master’s report. “Ap- 
plying the rule of the Cedar Rapids 
Case,” the Supreme Court held that 
the master had “already valued the 
property in the estimate of what he 
called its physical value, upon the basis 
of a plant in actual and successful op- 
eration.” As the master had in this 
case included overheads at 15 per cent 
in addition to organization expenses, 
the court was unable to hold that “the 
element of going value” had not been 
given the consideration it deserved. 


Hewev=®, in the Denver Water 
Case (1918) the court observed 
that a master had “expressly declared 
that his detailed valuation of the physi- 
cal property and water rights included 
no increment because the property con- 
stituted an assembled and established 
plant doing business and earning 
money.” When the court, upon exami- 
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nation, found that this was true, it 
made certain conclusions as to value 
and fair return which led to its hold- 
ing a rate ordinance to be confiscatory. 

In the Lincoln Gas Case, which came 
along in 1919, the court questioned the 
propriety of a master’s treatment of 
going value but, upon noting compen- 
satory errors in favor of the com- 
plainant, it could not conclude that the 
master was wrong in failing to find a 
rate ordinance confiscatory. 

The Galveston Electric Case in 1922 
was noteworthy in that the court held 
therein that a utility cannot erect out 
of past deficits during the period of 
business development, a basis (going 
value) for holding confiscatory for the 
future rates which would, on the basis 
of present fair value, be compensatory. 
This was an important qualification on 
the concept of going value and laid the 
groundwork for the present-day prin- 
ciple that where development costs 
have been charged to operating expen- 
ses they cannot again be capitalized as 
part of the rate base under the dis- 
guise of “going value.” It was also in 
this case that the court restated the dis- 
tinction between going value and good 
will. 


| iy the Georgia Power Case (1923) 
the lower court’s findings as to go- 
ing value were not disturbed. In the 
Bluefield Waterworks Case (1923) 
the lower court’s findings as to going 
value (10 per cent) were disturbed. In 
the Indianapolis Waterworks Case 
(1926) the court found that the com- 
mission engineer had failed to make 
any allowance for going concern value 
for which there was ample and con- 
vincing evidence of existence. Sum- 
marizing the foregoing cases in the 
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Going Value a Fact 


ws Opes value, when all 1s said and done, is a fact. It may and 
generally does take skilful judgment to decide the extent to 
which it exists. It may, as we have seen, be accounted for in differ- 
ent ways ; but it is nevertheless a fact which can neither be substituted 
by formula nor dismissed by verbal ritual. A regulatory body must 
look over each case as it comes up and decide—in its own peculiar 
way, if it wants to; but it must decide—with reasonable intelligence 
and fairness.” 





Los Angeles Case, Chief Justice 


Hughes said: 


The concept of going value is not to be 
used to escape the just exercise of the regu- 
latory power in fixing rates, and, on the 
other hand, that authority is not entitled 
to treat a living organism as nothing more 
than bare bones. 

The principle as thus recognized and 
limited is obviously difficult of application. 
Cedar Rapids Gas Light Co. v. Cedar 
Rapids (1912) 223 U. S. 655, 669, 56 L.ed. 
594. 1t does not give license to mere specu- 
lation; it calls for consideration of the his- 
tory and circumstances of the particular 
enterprise, and attempts at precise defini- 
tion have been avoided. 


Take a practical view of the matter 
and ask yourself: What other rule 
could there be? Let us see. Suppose 
for purposes of argument that we out- 
lawed going value as a separate allow- 
ance — unconditionally. Would that 
not allow state commissions to render 
mere lip service to the valuation of the 
intangible elements by a disarming re- 
cital to the effect “we have valued this 
property as an established and going 
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concern.” If in fact they had not done 
so, the burden of proof and procedural 
difficulties facing the company on ap- 
peal might easily be too heavy to bear 
with fairness. 


" Rrypetsemnanes if going concern value 
were required as an automatic ap- 
pendix to the valuation process, we 
would witness such absurdities as those 
which have actually happened in cases 
where commissions made perfunctory 
allowances for going value as a certain 
percentage of the rate base, without 
knowing why or what it was supposed 
to represent. Under such circum- 
stances, human nature being what it is, 
it might be difficult for utilities to re- 
sist the temptation to try eating their 
cake and having it too, by the simple 
expedient of slipping the intangible 
values into the appraisal in addition to 
the going concern allowance. 

Going value, when all is said and 
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done, is a fact. It may and generally 
does take skilful judgment to decide the 
extent to which it exists. It may, as 
we have seen, be accounted for in dif- 
ferent ways; but it is nevertheless a 
fact which can neither be substituted 
by formula nor dismissed by verbal 
ritual. A regulatory body must look 
over each case as it comes up and de- 
cide—in its own peculiar way, if it 
wants to ; but it must decide—with rea- 
sonable intelligence and fairness. 


B Seer is then no more reason for 
automatically computing going 
value at 10 per cent of the rate base 
for each and every utility than there is 
in assuming that each and every indi- 
vidual citizen has the same proportion- 
ate qualities of honesty, perseverance, 
or other virtues. If an additional and 


separate allowance is to be made for 


going value the judicial body should 
look for, in the first instance, and the 
utility must be prepared to show in the 
first instance and on appeal as well, 
solid and convincing evidence of the 
existence and amount of the claimed 
going value. 

This leads directly to the reason why 
most of the unsuccessful claims of go- 
ing value have been thrown out by the 
courts; it is that which Chief Justice 
Hughes (in the Los Angeles Case) 
calls “uncertain and conjectural esti- 
mates.” He rejects, decisively, esti- 
mates of going value offered by dif- 
ferent witnesses “‘as evidence of a high- 
ly speculative and uncertain charac- 
ter.” Under this category he rejects in 
decisive succession claims for going 
value based on: the “percentage meth- 
od,” the “consumer method,” the 
“gross revenue method” or “capitaliza- 
tion of profits,” the estimated “cost of 


securing the business during the con- 
struction period,” the “cost of securing 
the present business of the company,” 
the estimated “cost of organizing prop- 
erty and personnel,” and other claims 
for the capitalization of uncertain in- 
tangible elements. 


MONG miscellaneous methods and 
measures, urged by the company 
as a basis for going value, one witness 
claimed that the court should give con- 
sideration to the fact that the company 
had “an exceptionally good history of 
growth, an established business, with 
satisfactory record of earnings and ex- 
cellent future prospects.” 

In estimating going value by the 
“gross revenue” or “capitalization of 
profits” method, one of the witnesses 
for the company claimed that in his ex- 
perience a purchaser would ordinarily 
and reasonably pay for a property with 
established earnings, and on a stabi- 
lized operating basis, approximately 
one-year’s revenue over and above the 
value of the physical property. The es- 
timate for going value under the “‘con- 
sumer method” was based on a claim 
that the cost was not less than $25 
per meter for the gas company. An- 
other estimate based on the “percentage 
method” was given by a witness for the 
company who claimed that a purchaser 
would pay approximately 15 per cent 
above the cost of reproduction because 
of the going value of a developed prop- 
erty. 

All of these estimates and claims 
were swept aside by the court with the 
statement : 

It is unnecessary to analyze the testi- 
mony of these witnesses, as it is obviously 
too conjectural to justify us in treating the 


failure to include their estimates as a suf- 
ficient basis for a finding of confiscation. 
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M3” commentators on the Los 
Angles Case have been troubled 
and confused because while the court 
rejected the claim of the company that 
the failure of the state commission to 
make a specific and separate allowance 


for going value in the rate base justi- 


fied an attack on the ground of con- 
fiscation, nevertheless the court stated 
in effect: Where the estimate of the 
regulatory body purports to give the 
fair value of the plant as a going prop- 
erty with business attached, and ex- 
ceeds substantially the value assigned 
to the physical property, omitting parts 
no longer needed in the business but 
including allowances for interest, or- 
ganization expenses, franchises, land 
values, overheads, etc., the excess may 
be assigned to “going value” although 
not so described in terms by the com- 
mission making the valuation. Now all 
confusion will be dispersed if “coun- 
sel” will remember that the court was 
considering the property in question 
as an “integrated, operating enter- 
prise,” and that the court decided that 
the commission had appraised the prop- 
erty as an “integrated, operating en- 
terprise.” 

The court could consistently reject 
the demand for a specific and separate 
allowance for going value where the 
evidence offered was “highly uncertain 
and speculative,” and where the com- 


mission had not valued the property as 
“bare bones” but had appraised it as 
“an integrated and established enter- 
prise.” 


wo sharp examples of the vigi- 

lance of the Supreme Court in 
blocking speculative and conjectural 
evidence as a basis for claimed going 
value is to be found in the two Ohio 
gas cases (Columbus and Dayton). In 
the former, Justice Cardozo stated: 


The going value of the Ohio Fuel Gas 
Company was placed by the appellant's 
witness at a figure so high ($12,000,000) as 
to be excessive almost on its face, and the 
impression of exaggeration is confirmed 
when the appraisal as a whole is resolved 
into its elements. 

Thus some of the appellant’s experts 
have included interest or return unearned 
during the business development period as 
a factor contributing to going value, one 
witness placing this factor as high as $6, 
300,000. Their method of computation was 
condemned by this court in Galveston Elec- 
tric Co. v. Galveston, 258 U. S. 388, 394, 
P.U.R. 1922D, 159, in very similar con- 
ditions. ... 

Other experts, who reject the factor of 
interest unearned during the period of de- 
velopment, build their estimates of going 
value upon the cost of attaching new cus- 
tomers to the business, a cost not taken 
from the books but merely presumed or 
estimated at widely variant amounts. So 
far as such expenses had been actually in- 
curred by any affiliated company, they had 
already been included as part of the cost of 
operation. So far as value had been added 
above the moneys thus expended there was 
not even approximate precision in measur- 
ing its amount. The burden of building up 
patronage may be negligible where there is 
little competition with any other producer 
or with other kinds of fuel. ... 


e 


“... determination of the value of utility property “is not a 
matter of formula’ but there must be a ‘reasonable judgment 
having its basis in a proper consideration of all relevant 
facts.’ The property may not be appraised as ‘junk’ or ‘bare 
bones,’ but must be valued as an ‘integrated operating enter- 
prise.’ The valuation may not stand unchallenged tf it re- 
sults in ‘confiscation’ on the one hand or ‘unjust enrichment’ 


on the other.” 
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Other experts testifying to an aggregate, 
without assigning a proportion to the con- 
tributory factors, give estimates so vague 
as to be little more than guesses, one of 
them, for illustration, holding to the opinion 
that ten would be a fair percentage, yet un- 
able to give a reason why the amount should 
not be less or greater. ... 

From the testimony as a whole one gains 
a definite impression that the opinions are 
derived for the most part from a professed 
experience and understanding of business 
conditions generally, and very little from 
any knowledge of the “history and circum- 
stances of the particular enterprise.” .. . 

We cannot find that the commission and 
the court went beyond the bounds of a 
legitimate discretion in putting aside these 
estimates as too uncertain to be followed. 


Certainly stronger language disal- 
lowing going value as a separate ele- 
ment in the base could hardly be em- 
ployed, but it was just about equaled 
by Justice Cardozo himself in the Day- 
ton Case, when he made the following 
statement : 


Dissection of the several items that have 
been criticized in the appellant’s argument 
has thus brought us to the conclusion that 
the order of the commission, whether gen- 
erous or ungenerous, is at all events not 
confiscatory, and hence not subject to re- 
vision here. But the conclusion has rein- 
forcements that come to it from other ave- 
nues of approach. In a statement put in 
evidence by the appellant, the rate of re- 
turn under the new schedule is said to be 
1-28/100 per cent of the fair value of the 
property. Under the earlier schedule the 
revenue was even less. So modest a rate sug- 
gests an inflation of the base on which the 
rate has been computed. It is a strain on 
credulity to argue that the appellant, when 
putting into effect a new schedule of 
charges, was satisfied with one productive 
of so meager a return. The same surprise is 
excited when we consider what it claims as 
to the fair value of the gas delivered at the 
gates, All that the affiliated seller asks is 45 
cents per thousand cubic feet, yet according 
to the appellant’s figures nearly 7 cents more, 
or a price of about 52 cents, is necessary 
to protect the seller against the wrong of 
confiscation. The argument proves too 
much: the valuations are discredited by the 
teachings of experience. Men do not trans- 
act business without protest at confiscatory 
rates, at all event in the absence of extra- 
ordinary circumstances making submission 
to the loss expedient. If such circumstances 
exist, the appellant has not proved them. 
Nothing in the record lays the basis for 


a belief that the natural gas business in 
Ohio is unable to pay its way. That being 
so, what the public utility has done belies 
what it has said. We shall hardly go astray 
if we prefer the test of conduct. 


M**” former decisions rendered 
by state commissions and state 
courts, as well as by lower Federal 
courts, have been rendered obsolete by 
the definite enunciation of principles 
of valuation in these recent Supreme 
Court decisions. Some of the commis- 
sions and some of the lower courts still 
seem to be oblivious of the principles 
so clearly restated by the Supreme 
Court, but on the whole, recent com- 
mission orders and court decisions 
have followed the principles set forth 
in the Los Angeles, the Dayton, and 
Columbus Cases, and have shown re- 
newed understanding in solving the 
problems under their jurisdiction. 

The questions confronting commis- 
sions and lower courts in determining 
the validity of various factors claimed 
as elements in going value are not al- 
ways easy to answer even though the 
Supreme Court of the United States 
has charted the path for finding cor- 
rect principles. Over and over again 
the practical question arises when 
considering development costs and 
other costs claimed as going value: 
have the amounts claimed already been 
included in operating expenses, or al- 
ready been charged to capital account ? 

The difficulties in computing going 
value allowances have been lessened 
with the development of uniform sys- 
tems of accounts, wherein the actual 
disposition of items in dispute may be 
established by the history and records 
of the plants under consideration. 


 y may be that in the future the Fed- 
eral and state concept and applica- 
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tion of such accounting systems will be 
sufficiently uniform to reduce the ques- 
tion of going concern value to a less 
difficult problem. However, as we have 
seen, accounting formulas alone can 
only simplify or clarify the problem, 
they can never eliminate it. This is so 
because going value is not entirely sy- 
nonymous with cost. A bankrupt 
profitless railway, about to be aban- 
doned, may theoretically cost the 
same in every respect as a successful 
one in a neighboring city, yet we know 
the latter has some going value above 
its physical construction cost, while the 
latter is worth only its price as junk. 
And so it may be all very well to say 


that going value is going out of style, 
or as one speaker at the 1934 conven. 
tion of the National Association of 
Railroad and Utilities Commissioners 
said, “going value is already on the 
rock pile.” 

As far as making separate allow- 
ances under the formal title “going 
value,” that may possibly be true in 
certain states. But remember, the Su- 
preme Court deals with equities not 
nomenclature. Going value under its 
own or any other name will always be 
with us and the Supreme Court will see 
to it that, whatever you may choose to 
call it, it is given proper recognition in 
proper cases. 





British Railroads Reply to the Motor Trailer 


74 ee business does tend to its regular customers—that 

is, to the British public itself. British business doesn’t 
overlook many chances, however small they may be, to earn an 
honest shilling from the home population. 

“One of the projects of a big railroad company is its camp- 
coaching department. The road had several hundred obsolete 
passenger coaches on its hands; these were fitted up as living 
quarters, each with sleeping accommodations for six persons, 
a dining room, a kitchen, linen, and tableware. The railway 
then put out an advertising campaign aimed at families of mod- 
erate means who wanted to go somewhere for their summer 
holidays, but who aren’t able to pay summer hotel prices or af- 
ford the luxury of an automobile trailer. 

“To rent a coach you write to the railway headquarters in 
London. The railway sends you a list of places on its lines 
where your coach may be parked, on a siding at some remote 
country station, or near the seashore. The local station agent is 
your landlord. He will buy your food supplies for you, attend 
to your mail, and if you want to shoot or fish he will get you a 
license. The rent of the coach is three pounds a week—ap proxi- 
mately fifteen dollars in American money.” 


—JrESsE RAINSFORD SPRAGUE, 
The Saturday Evening Post. 
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Uncle Sam’s Regulatory Topsy 
and the Power Industry 


It just “srowed” but here it is 


The sprawl of the casual Federal agency or bureau interest in power, says the 

author, ranges from solicitation of information as to rates in a remote town 

in Wyoming to whether a given utility is making so much money that Uncle 

Sam should take away the excessive profits. Some of the information sought 

would keep a staff of accountants and stenographers busy for a week. The 
sky is the limit. 


By G. W. LINEWEAVER 
FORMER SECRETARY, FEDERAL POWER COMMISSION 


cooks can spoil the broth. That is, 

perhaps, the least mischief they 
can get into. Too many cooks also eat 
a great deal; the overhead of their up- 
keep (separate equipment, etc.) is ex- 
pensive. They are constantly getting 
in one another’s way and in the way of 
the other servants; all of which does 
not make for domestic tranquillity or 
efficiency. 

It would, perhaps, be unfair to say 
that Uncle Sam’s official servants in 
charge of regulating or dealing with 
various phases of the power industry 
resemble the case of too many cooks, 
because, as a matter of fact, they are 
not all cooks in the sense of perform- 
ing exactly the same duties. Some are 
like cooks, others like waiters, and 


[ is well known that too many 
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others aid in the general task of carry- 
ing on relations between the govern- 
ment and the power industry. Never- 
theless, there is a certain element of 
duplication, and they do seem to get in 
one another’s way. And so it would 
probably be fairer to shift the analogy 
from the proverbial excess of cooks to 
that of the little black moppet in 
Uncle Tom’s Cabin who “just growed” 
—Topsy. 

Even during the B. R. era (that is, 
Before Roosevelt ) numerous unrelated 
Federal agencies had taken on tasks of 
one kind or another which required 
more or less codperation on the part 
of the power industry. These various 
organizations, or at least their power 
activities, “just growed.” Since the 
advent of President Roosevelt the 
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numiber of such agencies has shown a 
marked increase, with little discernible 
relationship or planned codrdination. 
Let us look at this modern govern- 
mental Topsy. 


M orE than a score of executive de- 
partments, through bureaus 
that operate more or less independently, 
commissions, boards, government cor- 
porations, and single administrators 
have functions of a major character 
directly concerned with power ex- 
pressly authorized by statute. Twice 
as many bureaus and agencies have or 
take to themselves functions more or 
less indirectly connected with the sub- 
ject of electric power. 

The Federal agency interest in 
power is sprawled all over the lot of 
the vast governmental set-up in Wash- 
ington, with no centralization of con- 
trol or supervision over the myriad 
activities, many incidental or insignifi- 
cant in themselves, but in the aggre- 
gate representing time, effort, and ex- 
pense for which the Treasury pays, and 
constituting no small burden on the 
utility industry, public and private. 

The Federal Power Act (Title II, 
Public Utility Act of 1935) indicated 
a desire on the part of Congress to 
make the Federal Power Commission 
a clearing house for the collection and 
compilation of statistics and informa- 
tion from the electric industry, its 
analysis, and its dissemination to 
other governmental agencies and the 
public. The objective was to relieve 
the industry and other Federal agencies 
of increasing demands for informa- 
tion through official channels or from 
the public; also to eliminate conflicting 
interpretations of statistics and other 
information. 
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HE result has not been crowned 

with success. Only one statistical 
activity has been merged with the com- 
mission from another agency in the 
first fifteen months of the Federal 
Power Act’s existence. Private and 
public utility operators are still bom- 
barded with questionnaires by this and 
that Federal bureau about rates and 
other information that is available in 
interpretable form in the Federal 
Power Commission, or should be. 

A similar and more far-reaching 
effort was attempted in the Federal 
Water Power Act of 1920, now in- 
corporated in the Federal Power Act. 
A central agency was to control, regu- 
late, and encourage the development of 
water-power resources by private 
capital, states, and municipalities. The 
Federal Power Commission _ then 
created (composed of Cabinet mem- 
bers within whose departments some 
control of water power was vested) 
was to be the clearing house for all 
power activity in which the Federal 
government was interested. But the 
functions of the four or five bureaus 
in the several departments were not 
disturbed and there is now, after six- 
teen years, dual administrative con- 
trol over power facilities on navigable 
streams, national forests, and public 
lands, many under FPC licenses and 
others under permits or other authori- 
zations, administered by bureaus of 
other departments, under jurisdiction 
antedating June 10, 1920. 


T° one instance in the West a utility 
has had the base of a dam under a 
Forest Service permit for many years. 
When it desired to raise the height of 
the structure, in recent years, it was 
necessary to secure a license from FPC. 
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Both agencies still have administrative 400 to 500 different utility companies 
control so far as Washington is con- in practically every state. Most of the 
cerned. Field supervision through co- authorizations are issued by FPC with 
éperation is exercised by the Forest field work handled by the Corps of 
Service in its own sphere and as the Engineers (War Department) on 
accredited agent of FPC. Neverthe- navigable streams; Forest Service 
less, in theory at least, we have the (Agriculture) on forest lands; and 
bottom of the dam supervised by one Geological Survey (Interior) on pub- 
agency and the top of it by another. lic lands. Each of these last three 
The sprawl of the casual Federal agencies administers in its own right 
agency or bureau interest in power power permits issued prior to June 10, 
ranges from the solicitation of in- 1920. 
formation as to rates in a remote town 
in Wyoming to whether a given utility ¢ pw agencies figure in the permit 
is making so much money that Uncle or licensing phase of Federal 
Sam should take away the excessive activity, including the General Land 
profits. Some of the information Office in connection with power de- 
sought would keep a staff of account- velopments on public lands, the Bureau 
ants and stenographers busy for a_ of Reclamation, the soil and engineer- 
week, The sky is the limit. ing services of the Department of 
In the major field of regulation by Agriculture, the Biological Survey as 
Federal agencies, authorized by law or to effect of power dams on wild life; 
expressly directed by statute, the field and the Bureau of Fisheries (Com- 
isno less broad. Its range is from the merce) must approve plans for fish- 
regulation of the relatively small ways or other devices in power dams. 
volume of energy subject to Federal The Federal government has been 
jurisdiction or the licensing of a mile in the power producing business for 
of transmission line on public lands, to nearly thirty years, or since about 
the supervision and control of the con- 1907, when the Bureau of Reclama- 
struction and operation of huge hydro- tion built the first plant as an adjunct 
electric plants, the cost of which may to a reclamation project and which 
run as high as $50,000,000 or more. began supplying a commercial demand. 
There are nearly 1,000 Federal Today there are 23 of these plants with 
licenses, permits, easements, or other an aggregate capacity of 180,000 
authorizations outstanding, affecting horsepower, an annual gross revenue 


7 


“THE sprawl of the casual Federal agency or bureau interest 
in power ranges from the solicitation of information as to 
rates in aremote town in Wyoming to whether a given utility 
is making so much money that Uncle Sam should take away 
the excessive profits. Some of the information sought would 
keep a staff of accountants and stenographers busy for a 
week. The sky is the limit.” 
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of $4,300,000 and a profit, after 
operations and other minor charges, of 
more than $1,000,000 annually. 

This same Reclamation Bureau, 
under the Secretary of the Interior, is 
the master power plant designer and 
builder for Uncle Sam. It supervised 
Boulder dam, designed Norris dam, 
and is constructing Grand Coulee and 
other projects in which irrigation and 
power are major factors. 

The Army Engineers built Wilson 
dam, now operated by TVA, and are 
building Bonneville and Fort Peck 
dams. 

TVA is running Reclamation a close 
second. It has completed one dam, two 
more are well under way, and others 
have been started or are planned. 


 é~ wouldn’t think of the sedate 


Department of State being a 
direct party to power plant construc- 
tion, but it is. Congress has authorized 
it to construct a reclamation power 
project at Caballo (New Mexico) on 
the Lower Colorado river, an inter- 
national stream with its waters under 
joint jurisdiction of the United States 
and Mexico. The State Department, 
however, did not set up a construction 
corps or power division of its own, but 
turned the construction over to the 
Bureau of Reclamation with super- 
vision by the American section of the 
International Boundary Commission. 

Bearing in mind the declared pur- 
poses of Congress as expressed in the 
Federal Water Power Act of 1920 and 
in its successor, the Federal Power Act 
of 1935, there are sought these two 
major objectives—the best utilization 
of the water resources of the nation, 
and a coordination of all electric 
operating facilities. 
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Yet, it has been pointed out that 
Uncle Sam himself is building big 
projects in areas where private or 
municipal plants have licenses, that this 
or that agency is financing municipal 
plants or rural line extensions on a 
large scale without regard to the gen- 
eral power picture of the future, at 
least so far as centralized or co- 
Ordinated action is concerned. 


HE Public Utility Act of 1935, of 

which the Federal Power Act is 
Title II, gives to both the Securities 
and Exchange Commission and Fed- 
eral Power Commission broad and 
separate powers to investigate and 
make determination with respect to 
coordination of electric facilities. And 
this is only one of many conflicts. 

The Federal Power Commission has 
authority over interstate transmission 
lines, but the Bureau of Air Com- 
merce and the Army and Navy Air 
Corps act independently with respect 
to power lines at or near airports or 
military bases. 

There are, of course, some govern- 
mental agencies that deal with the elec- 
tric power industry as they do any 
other business or corporation, and 
these could not be expected to work 
through a central agency to avoid 
duplications. 

But there are really big fields for ad- 
ministrative reorganization and co- 
érdination. The development of effec- 
tive and economical administration re- 
volves around three general points: 
(1) the administration of water-power 
resources; (2) the regulation of and 
planning the codrdination of electric 
power facilities ; (3) the elimination of 
duplication in the collection and com- 
pilation of power statistics and in- 
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UNCLE SAM’S REGULATORY TOPSY AND THE POWER INDUSTRY 








Government’s Diversified Interest in Electricity 


+ Ao of different agencies operating more or less indepen- 

dently of each other, even where they are in the same depart- 

ment, shows that as many as sixty-four, including those directly 

concerned, have at one time or another evinced interest in the nation’s 
electric utility situation in one form or another.” 





formation from the private utilities 
and from the constructing and operat- 
ing Federal agencies. 


A= utility executive early 


in 1936 complained his company 
had within a short time been called 
upon to furnish twelve or fifteen 
different Federal agencies with re- 
ports, based in some instances on 
questionnaires of the most elaborate 
character. The information sought by 
several agencies was identical, it was 
found. This executive’s experience for 
the period was typical or he might have 
gotten off easy at that. 

A list of different agencies operat- 
ing more or less independently of each 
other, even where they are in the same 
department, shows that as many as 
sixty-four, including those directly 
concerned, have at one time or another 
evinced interest in the nation’s electric 
utility situation in one form or 
another. Several have not been 
directly concerned ; others had a purely 
localized interest, while many of those 
making casual inquiries duplicated in- 
formation private utilities have been 


required by law to file with other Fed- 
eral agencies. 


@ Bre entire list is submitted. If 
any utility has not been contacted 
by most of them, its executives should 
not be disappointed. They will prob- 
ably be reached in time by 75 per cent 
of those agencies whose concern is 
casual and sporadic. They include 
Federal departments, independent and 
temporary agencies directly concerned 
with electric power development and 
regulation or those which indirectly 
concern themselves with the electric 
industry, public or privately owned. 
Here they are: 


General Agencies 


1. The Federal Power Commission : 
regulates water-power development, 
interstate regulation of _ electric 
energy, securities, and many other 
functions; designed to be a central 
clearing house for power administra- 
tive and electric utility matters. 

2. Securities and Exchange Com- 
mission : regulates holding companies, 
subsidiaries, and service companies, 
conflicting to some extent with Fed- 
eral Power Commission on operating 
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companies, also control over security 
issues of all corporations under gen- 
eral Securities Acts of 1933 and 1934. 

3. Rural Electrification Adminis- 
tration: makes loans for rural lines; 
concerned with rates and so forth, as 
well as financing the sale of electric 
equipment. 

4. Electric Home and Farm 
Authority (temporary) : promotes the 
use and sale of electric equipment. 

5. Tennessee Valley Authority: 
constructs and operates dams and 
power plants, transmission lines, etc., 
sale of surplus energy, and control 
over rates in the Tennessee river 
valley. 

6. Tennessee Valley Associated 
codperatives: A semi-private TVA 
subsidiary with powers to engage in 
business (lately inactive). 

7. National Power Policy Commit- 
tee: acts as clearing house for “plan- 
ning” the power policies of the Fed- 
eral government. 

8. National Resources Committee: 
investigates water resources, codrdi- 
nating state and regional activities, 
successor to Mississippi Valley Com- 
mittee. 


Department of Interior 

9. Bureau of Reclamation: con- 
structed and operates 25 commercial 
power plants on reclamation projects, 
Boulder dam, Grand Coulee, and so 
forth ; codperates with Federal power 
and other agencies on water resources. 

10. Geological Survey: gauges 
streams for power activities, codper- 
ates with Federal Power Commission, 
administers public land power permits 
issued previous to 1920, surveys 
power reserves, and until July 1, 1936, 
collected and compiled electric pro- 
duction statistics and water wheel 
capacity (now taken over by the Fed- 
eral Power Commission). It also is- 
sues permits for power lines on al- 
lotted Indian lands. 

11. General Land Office: acts as 
recording and legal agency for Geo- 
logical Survey on power reserves ; col- 
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lects fees for power uses assessed by 
survey. 

12. Bureau of Indian Affairs: ad- 
ministers power matters for Indians, 
cooperates with Federal Power Com- 
mission in power activities affecting 
Indian lands, and allots funds re- 
ceived from power fees. 

13.- National Park Service: exer- 
cises independent control over all 
power operations on national park 
and national monument areas. 

14. Bureau of Mines: concerned 
with the use of coal in steam generat- 
ing plants; investigates relative costs 
of production. 

15. Petroleum Division: investi- 
gates use of oil in generation of 
energy. 


Department of War 

16. Corps of Engineers: adminis- 
ters permits for power projects on 
navigable streams issued prior to 
1920; codperates with Federal Power 
Commission and approves plans for 
licensed power projects on Federal 
waters; constructs Federal water 
projects involving power, and will 
probably operate several of latter. 

17. General Staff, War Plans Di- 
vision: compiles information as to 
location of power plants and other 
information relating to national de- 
fense, superceding Council of Na- 
tional Defense in this respect. 

18. Ordnance Bureau: compiles in- 
formation as to availability of elec- 
tric energy for emergency and cur- 
rent army industrial purposes. 

19. Air Corps (U. S. Army): 
regulates location of power lines to 
vicinity of air bases. 


Department of Agriculture 

20. Forestry Service: administers 
permits for power purposes on for- 
est reservations issued prior to 1920, 
assessing and collecting fees; cooper- 
ates with Federal Power Commission 
in field investigations and supervising 
licensed power projects; supervising 
majority of permits and licenses of 
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Federal Power Commission, collects 
information, etc. 

21. Biological Survey: investigates 
effect of water power developments 
on wild life. 

22. Bureau of Chemistry and Soils: 
investigates and makes experiments 
affecting the electrical industry. 

23. Soil Erosion Service: studies 
effect of power developments on soil 
erosion problems. 

24. Bureau of Agricultural Eco- 
nomics: studies development, makes 
experiments in the use of electric 
equipment on farms. 

25. Bureau of Home Economics: 
studies and experiments with the use 
of electric equipment in rural homes. 

26. Agricultural Adjustment Ad- 
ministration, Consumers Council: 
furnishes information as to electric 
rates and services sought by local con- 
sumers councils. 


Department of Commerce 

27. Bureau of Fisheries: investi- 
gates effect of power dams on fish, 
prescribes fishways or other devices, 
etc. 

28. Bureau of Air Commerce: 
regulates location of power lines in 
vicinity of air ports and proposes 
regulations to require illumination of 
high tension lines near air routes. 

29. Bureau of Foreign and Domes- 
tic Commerce (electric division) : 
furnishes data on sales, production, 
etc., of electric power. 


30. Bureau of Census: collects 


e 


general and specific statistics on vari- 
ous phases of the industry. 

31. Bureau of Standards: experi- 
ments, calibrating, etc. 

32. Coast and Geodetic Survey: 
furnishes basic information for power 
and other surveys. 


Department of State 


33. International Boundary Com- 
mission, United States-Mexico (con- 
ducted in close codperation with, al- 
though not properly a part of, the 
State Department) : exercises control 
over international streams, construc- 
tion of Caballo, New Mexico, power- 
irrigation project, appropriation to 
State Department, construction by 
Bureau of Reclamation. 

34. International Joint Commission 
(American section), United States- 
Canada: grants approval of permits 
or licenses in international streams 
required. 

35. Treaty Division: supervises 
rights of United States with respect 
to water power on_ international 
streams. 


Post Office Department 


36. Postmaster General: charged 
with the enforcement of Title I, Pub- 
lic Utility Act, 1935, barring use of 
mails to holding companies engaged 
in interstate commerce which fail to 
register with Securities and Ex- 
change Commission. 

37. Division of Building Opera- 
tions and Supplies: controls the fur- 


“THE Federal government has been in the power producing 
business for nearly thirty years, or since about 1907, when 
the Bureau of Reclamation built the first plant as an adjunct 
to a reclamation project and which began supplying a com- 
mercial demand. Today there are 23 of these plants with an 
aggregate capacity of 180,000 horsepower, an annual gross 
revenue of $4,300,000 and a profit, after operations and 
other minor charges, of more than $1,000,000 annually.” 


299 


MAR. 4, 1937 





MAR. 4, 1937 


PUBLIC UTILITIES FORTNIGHTLY 


nishing of energy, equipment, water, 
etc. to Federal buildings. 


Department of Labor 


38. Bureau of Labor Statistics: 
studies and reports on industrial 
working conditions, etc. 

39. Division of Labor Standards: 
studies and reports on industrial la- 
bor disputes. 

40. U. S. Conciliation Service: 
functions in industrial labor disputes. 


Federal Emergency Administration 
of Public Works (PWA) 


41. Power Division (PWA): re- 
views and makes recommendations as 
to loans and grants to states, districts, 
and municipalities, and public institu- 
tions for power plants, and loans to 
private corporations for electric in- 
stallations, railroads, subways, etc. 

42. Federal Projects Division: re- 
views and makes recommendations as 
to allocations of public funds for 
Federal establishments. 

43. Housing Division: installs ap- 
pliances and contracts for electric 
service (included in rent) for tenants 
of low-cost housing projects. 

44. State offices (more than 40): 
investigate and report on applications 
for power projects by states, districts, 
and municipalities. 


Treasury Department 


45. Internal Revenue Bureau: col- 
lects specific tax on energy, and gen- 
eral taxes on industry and business. 

46. Procurement Division: super- 
vises utility rates and services to Fed- 
eral establishments. 

47. Reconstruction Finance Corpo- 
ration: may make loans for utility 
purposes; in charge of liquidation of 
“closed” banks; purchases bonds of 
municipalities taken in by PWA as 
collateral for local power plant loans. 


Miscellaneous 


48. Federal Trade Commission: 
investigational authority as to fair 
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practices; conducted 8-year investi- 
gation of electric and gas utilities, 

49. Committee on Co6érdination of 
Power: applies largely to New York 
city situation. 

50. Department of Justice: acts as 
clearing house for Federal legal mat- 
ters affecting industry, and Federal 
projects. 

51. Interstate Commerce Commis- 
sion: makes recommendations and 
supervises electrification of railroads, 
etc. 

52. Federal Reserve Board: se- 
cures from industry current figures 
on production and consumption for 
use in business indices. 

53. United States Board of Tax 
Appeals: secures information from 
industry affecting utility tax matters. 

54. Central Statistical Board: 
seeks to coordinate collection, com- 
pilation, and dissemination of all off- 
cial statistics, including those dealing 
with power. 

55. National Archives: acts as de- 
pository for all rules and regulations 
and orders of general application 
affecting industry. 

56. Social Security Board: deals 
with the power industry as with any 
other group of employers, but will 
duplicate statistics gathered by other 
agencies. 

57. Bituminous Coal Commission: 
investigates effect on coal industry 
and labor of various power develop- 
ments. 

58. National Academy of Science 
and National Research Council: in- 
vestigates, examines, experiments 
with, and reports on various subjects 
upon request. 

59. Federal Housing Corporations: 
supervises utility rates and services 
with respect to housing expansion, etc. 

60. Federal Board of Surveys and 
Maps: codrdinates map-making af- 
fecting power reserves, etc. 

61. Veterans Administration: con- 
trols power line locations on veteran 
facility areas. 
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Diversified Power Control 


‘<4 HE Federal agency interest in power is sprawled all over the 

lot of the vast governmental set-up in Washington, with no 

centralization of control or supervision over the myriad activities, 

many incidental or insignificant in themselves, but in the aggregate 

representing time, effort, and expense for which the Treasury pays, 

and constituting no small burden on the utility industry, public 
and private.” 





62. Works Progress Administra- 
tion: concerned with use of relief la- 
bor on power projects constructed 
with Federal funds. 

63. Resettlement Administration: 
supervises electric and power facili- 
ties on R. A. projects. 

64. Coordinator of Industrial Co- 
Operation: tries to coordinate ad- 
ministration policy with all industries. 

65. President’s Committee on Eco- 
nomic security : studies the relation of 
the electric industry to the particular 
objectives of this committee. 

66. National Labor Relations Board : 
acts as mediator in industrial labor 
disputes, etc. 

67. Federal Tariff Commission: 
studies and reports on the importa- 
tion of electrical equipment and elec- 
tric power. 


I connection with the foregoing 

roster of Federal agencies touching 
on the electric power field, it should be 
reiterated that the degree of their in- 
terest varies widely. Some, of course, 
such as the TVA, the FPC, and the 
Power Division of the PWA, are in 
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the field of power right up to their 
necks. Others merely peck (or bite) 
at the subject in passing. However, 
the list does show the vast extent of 
the Federal government’s interest in 
power. 

Again, it must not be assumed that 
the writer suggests any arbitrary 
shake-up of these agencies to such an 
extent that a local postmaster would be 
afraid to ask the amount of his office 
electric bill without routing his request 
through some Federal “clearing house” 
in Washington. On the contrary, it 
must be recognized that as far as cer- 
tain phases of the government’s con- 
tacts with the power industry are con- 
cerned, full and independent liberty of 
action should be preserved for indi- 
vidual departments. To rule other- 
wise, or to have an iron-bound restric- 
tion as to two, three, or four channel 
clearings for all contacts between the 
government and the power utility in- 
dustry would be merely to force regu- 
lation into a strait-jacket and perhaps 
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produce more capricious and arbitrary 
red tape than ever. 


Howe it is not too much for 
the industry to expect that a 
fair amount of the duplication could 
be eliminated. It is not too much to 
ask, for instance, that if, as, and when 
some bright, well meaning official of 
some random government bureau de- 
cides it might be a good thing to look 
into electric rates in certain cities, it 
might be well for him to check first 
with other government departments 
and find out (as he surely would) that 
such information is already being 
systematically assembled by no less 
than four other government bureaus, 
before he launches blithely into an in- 
dependent mimeographed question- 
naire investigation of his own. 
Unfortunately, such well-meaning 
officials are sometimes not only 
ignorant of such duplication, but 
actually resist the suggestion that they 


go to other government bureaus even 
after the duplication is brought to their 
attention. They want their own 
“original data.” They don’t want 
second-hand information collected by 
another (and often a rival) bureau, 
This issue of inter-bureau jealousy or 
sensitiveness is far more widespread 
than might be supposed outside of 
Washington. 

To get down to specific brass tacks 
on the situation would require more 
space than would be practical here. It 
would require at least a whole separate 
article to etch the outline. However, 
this writer believes that reorganiza- 
tion can be effected without strait- 
jacketing Federal regulation or re- 
stricting departmental independence. 
All that was intended here was to show 
that Uncle Sam has on his hands a 
regulatory Topsy as far as the power 
field is concerned. How to reorganize 
and rationalize Topsy, we shall leave 
until a later date. 








Do Labor Demands Mean Utility Socialization? 


saa b= program of railroad labor for a 30-hour week means an 
increase in the cost of operating the railroads alone of over 
$600,000,000 a year. This demand completely ignores the ability of 
farmers and shippers to pay and the rights of investors. If enacted, tt 
will destroy the whole credit position of the railroad system of the 
country. It is simply a part of a general scheme to force government 
ownership of railroads, and government ownership of any one form of 
transportation means government ownership of all. It represents the 
first definite move towards a socialization of basic industry.” 


: —Donatp D. Conn, op f 
Executive Vice President, Transportation Association of America. 
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Financial News 


and 
Comment 


By OWEN ELY 


Elevated Transit Lines 
Outmoded 


Wk hearings about to be closed be- 
fore the transit commission on the 
unification plan for New York city trac- 
tions, probabilities still appear strongly 
against any immediate agreement for 
ratification of the Seabury-Berle plan. 
The two basic difficulties, for which the 
plan does not provide any satisfactory 
solution are (1) the fact that the elevated 
lines are not self-supporting and (2) 
doubt whether the 5-cent fare is suffi- 
cient to earn a fair return on cost of all 
combined properties, including the city’s 
“white elephant,” the independent sub- 
way. The real solution would seem to be 
to tear down the elevated lines as quickly 
as possible—a beginning already has been 
made—thereby increasing realty values 
and diverting traffic to the underground 
railways with their lower upkeep and 
more efficient operation. Since the city 
and the security holders are somewhat in 
partnership, and the city will benefit by 
increased realty valuations, it would seem 
that it should share the loss with security 
holders. But presumably such a plan must 
be carried out piecemeal after the present 
unification program has been definitely 
abandoned. 


An increase in the 5-cent fare might 
hot prove satisfactory, since it would 
drive considerable business to the bus 
lines. Other cities such as Boston and 
Chicago have found that increased fares 
are not an effective solution. Chicago, like 
New York, also has made several at- 
tempts at “unification,” without success. 
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Mayor Kelly recently issued a 45-page 
solution for that city’s traction troubles. 
His proposals, which have been well re- 
ceived in the press, include the develop- 
ment of superhighways and subways to 
replace surface and elevated lines. Ex- 
isting transportation companies would be 
unified and supervised by a new, non- 
political commission — similar to that 
proposed for the New York tractions. A 
city fund, of which about $45,000,000 
is said to be available, would be supple- 
mented by Federal funds to build a loop 
subway (replacing the present unsightly 
elevated “loop” )—and the east-to-west 
elevated would become a superhighway 
for busses and autos. Probably the first 
and most practicable step would be to in- 
crease bus service. 


* 


Utility Stocks Continue Dis- 
appointing Marketwise 


wuz utility stocks showed some 
signs early in 1937 of emerging 
from the “dead level” of the previous 
months, the Dow Jones average advanc- 
ing from 34.66 to 37.54, at least part of 
this rise appeared to be due to hopes of a 
favorable decision from Judge Mack on 
the Utility Act. However, the average 
succeeded in retaining about half its gain 
when the decision was announced, since 
utilities were assured that registration 
would not deprive them of constitutional 
rights. The later report that American 
Water Works & Electric Co. and North 
American Company were considering 
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registration in order to expedite their re- 
funding programs resulted in temporary 
strength in these issues. 

Utilities as a group, however, failed 
to follow the February advance in indus- 
trial and rail stocks. Announcement of 
the President’s new program for speed- 
ing up the judicial system (including 
what appeared to be a proposal for 
“packing” the Supreme Court) resulted 
in a break in stocks on February 5th. 
While rail and industrial stocks quickly 
regained the lost ground and continued 
to advance, utilities thus far have lagged. 
Possibly the realization that expenses and 
taxes are on an upward trend, while rates 
cannot easily be adjusted to increased 
overhead, accounts in part for lack of 
market interest. 


a 


New Financing 


N*® utility offerings in the fortnight 
ended February 13th included 
$18,000,000 Atlantic City Electric Com- 
pany general 3}s of 1964 at 101; $75,- 


000,000 Northern States Power Com- 
pany first refunding 34s of 1967 at 101; 
$16,000,000 Dallas Power & Light Com- 
pany first 34s of 1967 at 1023; and $2,- 
238,000 Pennsylvania Water Company 
first “A” 34s of 1967 at 102. 

Comparatively little new financing ap- 
pears to be scheduled for the near future, 
presumably due to the decline in the bond 
market. The SEC registration calendar, 
as compiled by Dow Jones, includes the 
following : $31,000,000 Detroit City Gas 
Company first 4s of 1957 and $5,000,000 
4 per cent notes of 1938-47 ; $6,000,000 
Broad River Power Company first 44s of 
1966 ; $1,000,000 Greenwich Gas Com- 
pany first 4s of 1956; $7,250,000 South- 
western Light & Power Company first 
“A” 4s 1967; $14,200,000 Iowa Public 
Service Company first 33s of 1967 and 
$2,200,000 debenture 3-5s of 1938-47. 
No important stock issues are listed with 
the exception of 130,000 shares of 
Washington Gas Light Company, the of- 
fering of which has been postponed from 
time to time. 

Recent utility issues have naturally 


MAR. 4, 1937 


been affected by the dip in high-grade 
bond prices. Following are the current 
bid and asked quotations on some issues 
compared with the offering prices: 


Bid and Offering 
Asked Price 
American Tel. and Tel. 34s 993-1008 102 
Atlantic City Electric 34s. 100 -101 101 
Consumers Power Co. 34s. 1018-102 — 102} 
Dallas Power & Light Co. 
34s 1023 


103 
102 


101 
103 


Chicago Rapid Transit Bonds 


M EANWHILE, however, security hold- 

ers of the Chicago elevated lines 
are interested in the more immediate 
situation, which has been summarized as 
follows by G. D. McKeever in the New 
York Investment News: 


The Chicago Rapid Transit Company, 
controlled by the Commonwealth Edison 
Company, has been unprofitable as a going 
concern since 1930, and its ability to support 
its capitalization even in prosperous times 
is questioned because of the inadequate rate 
of depreciation charged to earnings. With 
proper provision for depreciation and re- 
tirement or replacement of property it ap- 
pears open to question that present traffic, 
representing a 45 per cent decline in a 
decade, would provide much return on capi- 
tal regardless of how the road is reorgan- 
ized, and prospects of recovery of traffic do 
not appear too bright. Recovery in number 
of fares has been only about 2 per cent since 
the low of 1933, due to the effect of the 
growing use of the private cars and com- 
peting surface transportation systems which 
consist of both the street railways and bus 
lines. .. . The elevated system is at an un- 
doubted handicap with a 10-cent fare, while 
the fare on the surface lines is 7 cents single, 
or three rides for 20 cents... 

Chicago Rapid Transit issues are cur- 
rently selling at prices ranging from one- 
third to one-half of recently estimated 
valuation of real estate alone owned by the 
company. Since these values would be re- 
coverable only by liquidation of the com- 
pany, which is not in prospect, market 
prices are not expected to approximate 
them. ... The.rumor that the Chicago Rapid 
Transit Company, now in receivership, may 
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fle for reorganization under Section 77-B 
stresses the greater importance of relation 
of earning power to funded debt. By this 
comparison the obligations of the Chicago 
Rapid Transit seem to be fairly “in line 
with values... . The junior first refunding 
és and 64s, having a greater degree of lever- 
age, afford somewhat better appreciation 
possibilities in the long run than the five 
frst mortgage divisional liens in the case 
earnings are to improve. 


¥ 
General Telephone Corporation 


ENERAL Telephone Corporation, 

largest of the independent domestic 
lephone systems, was incorporated in 
February, 1935, as successor to Asso- 
ated Telephone Utilities Company, re- 
organized under 77-B. It is a holding 
wmpany whose subsidiaries serve with- 
out competition a total population of over 
3200000 in sixteen states (Wisconsin, 
Michigan, Illinois, Indiana, Ohio, Ken- 
tucky, Oklahoma, Louisiana, Texas, New 
Mexico, California, Washington, Idaho, 
Montana, New York, and Pennsyl- 
vania). Some twenty-four companies, in- 
duding some holding coporations, com- 
pose the system. All properties are con- 
nected wth American Telephone and 
Telegraph Company’s long-distance toll 
lines, 

System assets (as of December 31, 
1935) amounted to about $77,000,000, 
with capitalization of the system as fol- 
lows: 

Subsidiaries’ funded 

EE are $29,066,800 
Subsidiaries’ preferred 

stock 8,234,433 
Minority interest in 

419,576 


subsidiaries ........0.. 
Parent company preferred 
73,513 shares 


stock ($3 cum. conv.).. 
Parent company common 
ock 687,223 shares 


An important subsidiary, Indiana Cen- 
tral Telephone Company, is in process of 
reorganization but is expected to remain 
sociated with the General Telephone 

tporation, which owns practically the 
‘tire unsecured debt as well as all the 
stock of the company. 

The system reorganization, together 
with recent improvement in business, has 
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apparently placed the new company on a 
sound earnings basis. In the twelve 
months ended September 30, 1936, $17.38 
per share was earned on the $3 preferred 
stock and $1.52 on the common, com- 
pared with $9.72 and $0.79 respectively 
in the corresponding previous period. 
Fixed charges were earned about 1 2/3 
times. 

The company has emulated American 
Telephone and Telegraph by making 
generous allowance for maintenance and 
depreciation, each of these items amount- 
ing to about 17.5 per cent of gross reve- 
nues in the twelve months ended Septem- 
ber 30th (the Bell System in 1935 ex- 
pended about 18.6 per cent for mainte- 
nance and 18.3 per cent for deprecia- 
tion). General Telephone’s accrued re- 
serve for depreciation in 1935 amounted 
to only about 15 per cent of plant value, 
however, as compared with nearly 25 per 
cent for American Telephone. 


oe company’s current position at the 
end of 1935 (based on the consoli- 
dated system balance sheet, exclusive of 
General Telephone Allied Corporation) 
appeared excellent, cash amounting to 
$7,521,758 compared with total current 
liabilities of $1,851,369. A lengthy foot- 
note, however, indicated certain direct 
and contingent liabilities in connection 
with the completion of reorganization 
which might affect cash. 

The $3 preferred stock is currently 
selling around 51 on the New York Curb 
Exchange, the 1936-7 range being 47- 
524. With recent earnings at a rate near- 
ly six times the dividend, the stock offers 
an attractive yield of nearly 6 per cent. 
The conversion feature (into one share 
of common) is not of particular interest 
at this time, however. 

The common stock, currently about 
224 on the Curb (range about 12-24), 
yields 64 per cent based on the $1.35 total 
dividends paid last year. 


> 


December Earnings Reports 


OSSIBLY due to year-end adjustments 
for taxes and other items, December 
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earnings statements have been slow to 
make their appearance. Reports of lead- 
ing companies now available include the 
following : 

Commonwealth & Southern Corpora- 
tion in the twelve months ended Decem- 
ber 31st earned 13 cents per share on the 
common stock, compared with one cent 
for the previous year. Fixed charges were 
earned 1.31 times compared with 1.23 in 
the previous year; and $8.90 per share 
was earned on the preferred stock against 
$6.27 last year. For the month of Decem- 
ber net income before preferred divi- 
dends showed a gain of about 46 per 
cent over last year. 

Pacific Lighting in the calendar year 
1936 (preliminary) showed a slight de- 
cline in earnings due to increased ex- 
penses, taxes, and depreciation. Earn- 
ings on the preferred stock were $37.72 
a share, against $41.62 for the previous 
year; and on the common stock $3.88, 
against $4.35. 

Public Service Corp. of New Jersey 
in its preliminary statement for 1936 
reported earnings on the common stock 
of $2.68 per share against $2.53 in 1935. 
Fixed charges were earned 2.89 times 
compared with 2.67 times in 1935. 

While the consolidated net earnings 
of Stone & Webster were reported in 
December to be currently at the rate of 
about $1,800,000, all of these earnings 
will not be “carried through” and net 
earnings of the parent company for 1936 
were estimated at about $800,000. The 
engineering department was expected to 
show net income of at least $250,000, 
nearly three times that of the previous 
year, but securities profits were ex- 
pected to be much smaller. The engi- 
neering department was reported to have 
about $18,500,000 uncompleted business 
on its books, with a further substantial 
increase indicated, of which about 4 per 
cent might be carried to net income for 
the engineering division (during 1937 
or later). 


D%* ONES estimates Commonwealth 
Edison’s 1936 earnings at over 
$6.60 a share on the present stocks. Giv- 
ing effect to the proposed recapitaliza- 
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tion, net per share on the new stock was 
estimated at about $1.70. 

Consolidated Gas, Electric Light § 
Power Co. of Baltimore in the twelve 
months ended December 3lst earned § 
$28.67 per share on the preferred stock, 
compared with $28.07 in 1935; on the 
common stock, $4.52, compared with 
$4.41. Fixed charges were earned 3,27 
times in 1936. Net revenues from op. 
erations declined slightly, but the de. 
crease was more than offset by lower 
fixed charges. 

Detroit Edison Company in the twelve 
months ended December 31, 1936, re- 
ported fixed charges earned 2.70 times, 
against 2.46 for 1935; earnings on the 
common stock were $8.39, compared 
with $7.61. Dividend payments aggre- 
gated $6, against $5 in 1935. 

Peoples Gas Light & Coke Company 
in the year ended December 31, 1936, 
earned fixed charges 1.49 times, against 
1.21 in 1935 ; and earned $3.09 per share, 
compared with $1.52 for the previous 
year. Gas sales and other operating reve- 
nues increased about 8 per cent, while 
expenses and cost of gas purchased un- 
der contract increased only 6 per cent. 
This differential together with increased 
miscellaneous income and reduced fixed 
charges resulted in the doubling of per- 
share earnings. 

American Telephone and Telegraph 
Company (parent company only) in the 
quarter ended December 3lst earned 
$3.22 per share, compared with $1.88 in 
the last quarter of 1935; and for the 
twelve months ended December 3lst 
$9.36, compared with $6.74 in 1935 (fig- 
ures for December, 1936, partly esti- 
mated). The Bell System in the three 
months ended November 30th earned 
$2.70, compared with $2.02; in the 
twelve months ended November 30th 
$9.54 was earned against $6.83. Fixed 
charges of the parent company were 
earned over eight times and for the Bell 
System over four times for 1936. 


gr Spas Bell System ended 1936 with the 
number of its stations within one 
million of the record peak. A further 
recovery was shown for January, with 
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FINANCIAL NEWS AND COMMENT 


new stations added during the month 
(95,600) about 70 per cent ahead of the 
gain in the like month last year. The fig- 
ures for January of this year are not 
strictly comparable with those for pre- 
vious years, however, as beginning with 
1937 figures for Southern New England 
Telephone and Cincinnati & Suburban 
Bell Telephone Co. are not included, 
while this year’s reports include figures 
for other subsidiaries not formerly rep- 
resented. 

Brooklyn-Manhattan Transit Corpo- 
ration in the six months ended Decem- 
ber 31st (first half of the fiscal year) 
earned $2.41 per share on the common 
against $1.92 in 1935. Net income in the 
month of December showed a gain of 
about 6 per cent over last year compared 
with about 17 per cent for the six months 
period. The company’s subsidiary, 
Brooklyn & Queens Transit Corpora- 
tion, continued to make a poor showing, 
reporting $1.19 earned on the preferred 
stock compared with $1.94 in the simi- 
lar period of 1935. In the month of Sep- 
tember net income was $93,515 com- 
pared with $147,477 in 1935. The de- 
cline was due to the more rapid rise in 
expenses than revenues, together with a 
substantial increase in taxes. 

The Interborough Rapid Transit 
Company in the six months ended De- 
cember 31st (preliminary) showed a 
modest gain in gross and net from sub- 
way operations but this was apparently 
more than offset by decreased net reve- 
nues from the elevated division. The lat- 
ter showed a decline in gross both for 
December and the six months. It seems 
probable that the new bus lines as well 
as the extended Independent System di- 
verted traffic from the I.R.T. in 1936. 


* 


Second Grade Utility 
Bonds 


N the FortnicHTtLy for January 2, 
1936, a list of second grade bonds 
selling below par and yielding about 4 
per cent to 11 per cent appeared in this 
department. Most of these bonds have 
advanced substantially during the past 


year and a few are selling above their 
call prices. In the accompanying table 
the latter have been eliminated and 
bonds rearranged in the order of current 
yields to maturity (earnings figures are 
approximate) : No. 
Times 
Charges 
Price Yield to Earned 
about Maturity in 1936 
Pennsylvania Electric ist & 
ref. 4s, 1971 3.92% 1.7 
Peoples Gas Light & Coke Ist 
& ref. 4s, 1981 98 4.10% 1.3 
Utah Light and Traction Ist 
& ref. 5s, 1944 105 4.13% 1.5 
Pennsylvania Central Light & 
Power Ist 44s, 1977 105 4.25% 7 
Northern Indiana Public Serv- 
ice Ist & ref. 44s, 1970.. 104 4.30% 1.4* 


101 4.32% 1.5 
Minnesota Power & Light Ist 
& ref. 44s, 1978 102 4.39% 1.8 
Carolina Power & Light Ist & 
ref. 5s, 1956 105 4.60% 1.8 
Central Ohio Light & Power 
Ist 5s, 1950 4.65% 2.0 
Empire District Electric 1st & 
ref. 5s, 1952 1 4.72% 1.5* 
Northwestern Public Service 
Ist 5s, 1957 1 4.75% 1.9 


West Penn Electric Deb. 5s, 
20 4.75% 1.8 
Arkansas Pow 


ref, 5s, 195 1 4.76% 1.6 
Tide Water Power Ist 5s, 1979 4.79% 1.6 
Georgia Power Ist & ref. 5s, 

1967 4.79% 1.8 
Central Illinois Public Service 

lst 5s, 1968 1 4.81% 1.5 
Alabama Power Ist & ref. 5s, 

1 4.92% 1.7 


4.92% 1.6 
4.94% 1.7 
4.98%  1.9* 


5.02% 1.5 
Illinois Power 
ref. 5és, 195 1 5.05% 1.3 
Nevada-California Electric 1st 
trust 5s, 1956 5.10% 1.6 
New England Power Associa- 
tion deb. 5s, 1948 5.11% 1.5 


5.14% 1.8 
Mississippi Power & Light 
Ist Ss, 1957 5.15% 1.6 
Central Power & Light Ist 
5s, 1956 5.19% 1.5 
Virginia Public Service ist & 
ref. 5is, 1946 5.21% 1.5 
Kentucky Utilities 1st 
1961 5.27% 1.6 
Electric Power & Light deb. 
5s, 2030 5.30% 1.4 
Continental Gas & Electric 
deb. 5s, 1958 5.30% 1.6 
Puget Sound Power & Light 
Ist & ref. 44s, 1950 5.50% 1.5 
Central Power Ist 5s, 1957 .. 5.57% 1.4 
American Power & Light deb. 
6s, 2016 1 5.60% 1.4 
National Power & Light deb. 
6s, 2026 1 5.60% 1.4 
Southwestern Power & Light 
deb. 6s, 2022 1 5.84% 1.4 
Pacific Gas & Electric Ist 
prior lien 5s, 1955 5.87% 1.6 
American & Foreign Power 
deb. 5s, 2030 5.89% 1.4 
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Georgia Power & Light Ist 
5s, 1978 86 5.90% 1.1 

Power Securities collateral 
101 5.91% 1.6* 


53s, 1952 95 5.95% 1.6 
Tennessee Electric Power Ist 
& ref. 6s, 1947 100 6.03% 1.9 
Tennessee Public Service 1st 
& ref. 5s, 1970 834 6.14% 1.7 
Portland General Electric 1st 
& ref. 44s, 1960 734 6.62% 1.4 
United Light & Power deb. 
874 6.94% 1.4 
& Railways 
(Me.) deb. 6s, 1973 87% 6.95% 1.4 
New England Gas & Electric 
deb. 5s, 1947 84 7.05% 1.2 


Cities Service Power & Light 
deb. 54s, 1949 8.68% 1.2 


*Earned in 1935. 
y 


Flood Damage to Utilities 


T is impossible to estimate as yet how 
much of the total flood loss in the 
Middle West—estimated at some half a 
billion dollars—will be borne by utility 
companies. The following is quoted 
from Barron’s (February 1st issue) : 


Utilities in the affected areas probably 
suffered sizable losses as a result both of 
suspended services and property damage to 
distributing facilities and meters. Generat- 
ing plants were probably injured to some 
extent. Columbia Gas & Electric Corpora- 
tion operates over a considerable area in 
the Ohio valley, serving both electricity and 
gas in Cincinnati, and giving some utility 
service in other communities in the valley 
east of Cincinnati. Generating plants ap- 
parently were not greatly injured, since it 
was reported that electric service could be 
resumed in forty-eight hours after the water 
had receded. For the most part, gas service 
has been maintained. Louisville Gas & Elec- 
tric Company, a Standard Gas & Electric 
subsidiary, furnishes electricity and gas to 
Louisville and neighboring territory. This 
area apparently suffered greater damage 
than the Cincinnati territory. Telephone 
and telegraph companies will have a repair 
bill of unknown dimensions. 


> 
Corporate Notes 


R. J. D. Ross, Superintendent of 

the City Light Department of 
Seattle and former SEC member, has 
proposed that the city purchase the 
properties of the Puget Sound Power & 
Light Co. in Seattle and vicinity on a 
valuation of $37,370,000. The proposal 
is being held in committee by the city 


council pending settlement of a refinane- 
ing and modernization program of the 
municipal railway. The purchase would 
mean a large annual saving through 
elimination of duplication, according to 
Mr. Ross. The balance of the company’s 
properties in King county might be ab- 
sorbed by rural power districts (of 
which fifteen have already been organ- 
ized), and it was thought that this 
would be taken care of by a banking 
syndicate. 

Commonwealth & Southern’s contract 
with TVA for the purchase of power, 
which ended February 3rd, has not been 
renewed. The TVA had stated that no 
extension would be made if Common- 
wealth’s subsidiaries “continued to in- 
sist upon receiving as a condition of pur- 
chasing Tennessee Valley Authority 
power an exclusive monopoly over Ten- 
nessee Valley Authority power in the 
area served by the companies.” The 
Commonwealth & Southern system had 
been the government’s largest customer, 
buying $870,000 of power in 1936 and 
$500,000 in 1935. New connections or 
steam power plants will be used to re- 
place the power formerly bought from 
the government. Mr. Wilkie stated “the 
suggestion has been made that the gov- 
ernment purchase all of our generation, 
transmission, and distribution systems; 
or buy one of our companies; or a lesser 
generation, transmission, and distribu- 
tion system. If the TVA desires us to 
make a joint study of any of these possi- 
bilities, we shall be glad to explore the 
same with them. It is our belief that if 
the Federal government desires to ac- 
quire some of our distribution systems 
that there should be an understanding 
that the government will not compete 
with the balance of our distribution sys- 
tems.” 

Mr. Willkie recently issued a 60-page 
discussion of the 1936 annual report of 
the TVA in which he claimed that the 
Authority’s operations showed incon- 
sistency and unfairness. The TVA, he 
stated, “seeks to impress Congress with 
the magnificence of its accomplishments 
to the end that there may be no let-up in 
the flow of public funds. ...” 
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What the State Governors 


Are Talking About 


Excerpts from recent inaugural addresses or open- 

ing messages of various state governors on subjects 

of interest to those especially concerned with the 
regulation or operation of public utilities. 





Governor Herbert H. Lehman of New York 


Municipal Plants 


66 INCE the last annual message we have 
had another year’s experience in the ad- 
ministration of the comprehensive public util- 
ity program which I submitted to the legisla- 
tures of 1933 and 1934 and which was then 
enacted. 

“The attack in the courts by utility com- 
panies upon the legislation has continued, but 
inno instance has any of the statutes been de- 
clared unconstitutional. And the one against 
which the most severe attack was made—the 
statute authorizing the commission to fix tem- 
porary rates upon the basis of original cost less 
depreciation—was recently approved by the 
court of appeals, 

“In the past three years, we have had re- 
ductions in rates amounting to $32,000,000 an- 
nually. In this month alone we will have $7,- 
000,000 of rate reductions and refunds. These 
savings to consumers are not confined to one 
class of utilities, but effect electric, gas, tele- 
phone, water, and steam services. Of course, 
they relate principally to electric consumption.” 


Rate Reductions 


as commission held in the Boonville 
case that the rates charged by muni- 
cipally owned and operated plants should be 
limited to the actual cost of service. This de- 
cision was challenged. And the court of ap- 
peals last fall stated that the legislature had 
hot conferred upon the commission sufficient 
power to make such a ruling. The court, how- 


309 


ever, indicated it would be perfectly valid for 
the legislature to grant that power to the com- 
mission. 

“TI believe the commission should have full 
authority to limit the rates charged by muni- 
cipalities to the actual cost of rendering serv- 
ice. Such cost, of course, would contain all 
proper elements of charge so that the taxpay- 
ers will not be called upon to make good any 
deficiencies in capital or in operating expenses. 
Moreover, it is fair to include an amount esti- 
mated to be equal to the taxes which would 
have been paid to the municipality by a private 
plant. The commission should be given the 
power to act promptly to reduce rates where- 
ever municipalities attempt to burden con- 
sumers with rates in excess of the cost of ser- 
vice. 

“The reasons are readily apparent and con- 
vincing. The authority to conduct municipal 
power plants was certainly not granted in 
order to overcharge one class in a community 
for the direct benefit of another class. Munici- 
pal plants are established to render utility ser- 
vices at the lowest possible price. Charging 
consumers more than cost nullifies the primary 
purpose of municipal plants.” 


Depreciation Accounting 


a 4 A recommendation growing out of 

litigation which has taken place during 
the last year affects the power of the com- 
mission to determine the method of accounting 
for depreciation. In other states and in the 
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Federal government, commissions can deal 
adequately with this matter; but in a recent 
decision of the court of appeals, it is indi- 
cated that the commission’s authority to pre- 
scribe depreciation accounting is not full and 
complete. This requires clarifying legislation 
at this session.” 


Submetering Companies 


CC HE governor’s office has from time to . 


time received complaints against the 
practices of ‘submetering’ companies, which 
buy electricity or gas from public service cor- 
porations and sell it to their tenants. The ten- 
ants are obliged to accept such service and to 
pay what the submeterers charge or do with- 
out it. The tenants cannot obtain service 
directly from the public utilities, since the 
landlord controls the property connecting with 
the mains of the utility. 

“Those who have engaged in this business 
are not subject to any form of regulation or 
control whatsoever. The public service law 
does not apply to them. For example, they 
may exact any deposit they wish and may re- 
fuse to pay interest thereon. There have been 
instances where tenants were unable to get 
back their deposits from the submetering com- 
panies. 

“This class of business is confined almost 
entirely to the large cities and in fact there is 
very little of it outside of the city of New 
York. The amount has been reduced in the 
last few years, but considerable still exists. 
In order that consumers may be protected, I 


recommend that an act be passed to regulate 
the practices of these submetering companies,” 


Service at Lowest Rates 


ccy my last message to the legislature, | 
proposed a change in the law requiring 
that every consumer shall receive the benefits 
of the lowest rate being paid by any consumer 
in his class. Again I urge it. 

“T renew the recommendation, rejected last 
session by the Assembly, for the more strict 
control of business relations and transactions 
between a public utility and its officers and 
directors who may deal with it in a personal 
capacity or through corporations in which they 
are interested. The abuses of cost plus con- 
struction contracts and similar practices are 
too well known. Their immediate eradication 
is necessary.” 


Hand-set Telephones 


cory telephone utility companies have 
long been imposing a surcharge for 
hand-set telephones. Though recently reduced 
by the public service commission, the sur- 
charge still collects considerable sums of 
money. The time, I believe, has come to put 
an end to this practice. And therefore I urge 
that the public service commission give its im- 
mediate attention to the complete elimination 
of the surcharge on hand telephones. The in- 
formation recently disclosed by the Federal 
Communications Commission should prove 
helpful.” 


e 


Governor George H. Earle of Pennsylvania 


Enlarging Utility Status 
4 CW have it in our power to provide jus- 

tice at last for the consumer and rate- 
payer who have suffered from monopolistic 
practices of public utilities. I favor appoint- 
ment of a committee to study the question of 
monopolistic practices in the gasoline and oil 
industry, particularly price wars and price fix- 
ing. My recommendation is that your honor- 
able body consider the feasibility of including 
under public utility regulation all natural and 
manufactured gas, gasoline, and oil, and pos- 
sibly coal. However, I might suggest that you 
delay final decision on this point until after the 
committee studying the ‘bootleg’ coal problem 
and the gasoline and oil industries present their 
reports, particularly since these industries are 


e 


— not only to the state but to the Nation as 
well.” 


Ripper for the Commission 


CC fy satisfactory revision of our present 

public service laws must contemplate 
abolition of the present public service commis- 
sion, and the establishment of a public utility 
board with much wider powers. It must pro- 
vide that the burden of proof and the cost of 
litigation in rate cases, within reason, be borne 
by the utility company stockholders and not by 
the board or the ratepayer. To this end the 
board should have power to fix temporary 
rates during litigation. It should pass on all 
contracts between operating and holding com- 
panies.” 


Governor William Langer of North Dakota 


Water Conservation 


ek is no matter of greater impor- 
tance to the welfare of our state and 
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the ultimate relief of our people than the 
restoration of the water supply normally 
present. It is not necessary for me to empha- 
size that soil erosion, loss of crops, the pov- 








WHAT THE STATE GOVERNORS ARE TALKING ABOUT 














Providence Journal 


PULLING AND HAULING 


erty and distress of our farmers, are largely 
due to the lack of an adequate water supply. 
The tragic recession and disappearance of our 
lakes and streams and the lowering of water 
levels compel us to do something to relieve 
this situation. 

“Our efforts heretofore in this direction 
have been sporadic or occasional, In many 
respects, it has-been the work of voluntary 
organizations. In my former administration, 
without funds and without any particular 
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legislation, I was able to secure the building 
of many dams in streams and water-courses 
in this state, the present benefits of which 
are now illustrating what can be done. 

“Already in Montana, the Fort Peck proj- 
ect will retain vast quantities of water, not 
only for Montana, but also for North Dakota ; 
and at the same time it will relieve flood condi- 
tions in the South. The use of the Missouri 
river and the run-off waters which it carries, 
as well as the use of the Red lake and Red 
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river waters and watersheds, are matters for 
your attention and action. 

“T recommend that the legislature take 
command through the establishment of a com- 
mission and the creation of a program in full 
cooperation with the Federal government. 
recommend immediate action through the ap- 
pointment of a special joint committee of this 
legislative assembly, not only to consider, but 
also to take action.” 


State Industries 


¢€ ¢€Q INCE the World War, we have witnessed 

S in this state the growth and develop- 
ment of state controlled, operated, regulated, 
or supervised industries or activities which 
formerly were largely left to private enter- 
prise. The Hail Insurance department, State 
Fire Insurance, the State Bonding Law, the 
Workmen’s Compensation Fund, and its opera- 
tion, the regulation of railroad rates, auto 
transportation and utilities, and the supervision 
of mines and mining, the bank of North Da- 
kota, and the State Mill and Terminal Eleva- 
tor are illustrations of this growth and de- 
velopment. And during this time we have 
seen even a further degree of development 
and progress by our Federal government 
in every field of industry, trade, and com- 
merce. 

“These matters are for our consideration. 
They are here to remain with us under the 
progress of the age. They represent problems 
that require our study and our codperation. 

“The bank of North Dakota, established 
under strife and contention, has now become 
an institution of recognized aid and service to 
the people of our state. We must protect it in 
its stability, and conserve it as an institution 
of state government, formed for the protection 
of all public funds and serving our people to 
aid and not to destroy those concerned with 
banking and banking principles. 

“The State Mill and Terminal Elevator, also 
established with strife and contention and also 
a subject of criticism and debate among our 
people, is a state institution intended to aid 
and to serve the producers of our state. It 
presents problems that also require our mutual 
cooperation to render it an agency of greater 
service to the people of our state. We must 
recognize and we must cooperate to establish 
that this institution is here to remain and to 
serve for purposes of aid to our producers. 
Some of these purposes are to demonstrate the 
superior quality of the grain that North Da- 
kota produces, and to demonstrate that our 
native products should be manufactured and 
prepared for sale here at home. Also, to 
demonstrate further that our grain, for stor- 
age requirements and for feed requirements, 
ought to be kept at home in storage reservoirs 
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which we ought to establish and ought to main- 
tain. The main criterion in the operation of 
the State Mill should be that it is here to build 
up North Dakota and North Dakota’s indys- 
tries, and even private mills within our state 
and that it does not seek to destroy them.” ° 


¢ ‘T His State Mill should have further the 

fundamental policies that its require- 
ments must be the use of the North Dakota 
grain for the manufacture of flour and par- 
ticularly spring wheat ; and that it is not neces- 
sary at any time to go into foreign states for 
importation of wheat for purposes of manu- 
facturing flour simply as an institution of 
profit. It also can be used as a demonstration 
agency to recognize that the important trans- 
portation agencies for North Dakota are our 
railroads, and that truck transportation should 
be utilized only so far as it is necessary and 
incidental to railroad transportation of our 
grain or its manufactured products. The rec- 
ords of the State Mill and the records of all of 
our institutions must be made an open book, 
so that suspicion may not be aroused at any 
time.” 


Legislative Recommendations 


4 ‘T RECOMMEND a Sufficient appropriation to 
the board of railroad commissioners to 
enable the state to codperate with the Federal 
government in its plans for rural electrification 
and hope that this legislature will leave noth- 
ing undone to, as far as possible, enable every 
farm home to secure the benefits of cheap 
electric lights and power. Much of the drudg- 
ery of farm life will be eliminated, especially 
for the women, by progressive legislation. 

“T recommend that the state establish their 
own power plants in some of the state institu- 
tions, especially the Agricultural College and 
the State Teachers’ College at Mayville, unless 
lower lights, heating, and power rates are 
secured from the companies now furnishing 
them. 

“T recommend legislation looking towards 
the doing away with censorship of speeches 
delivered over the radio, and unless that cen- 
sorship of private individuals, corporations, 
or lawyers of corporations can be removed, 
and free speech prevail in North Dakota over 
the radio, that you appropriate sufficient money 
to thoroughly equip the radio station at Grand 
Forks, now owned by the state, and that the 
same be placed under the jurisdiction of the 
Industrial Commission, with the provision that 
rules be established whereby all parties and 
political factions may give their views without 
censorship. 

“T recommend the establishing of a flax- 
crushing plant in the State Mill and Elevator 
to be constructed with Federal aid.” 





WHAT THE STATE GOVERNORS ARE TALKING ABOUT 
Governor Robert E. Quinn of Rhode Island 


Uniform Utility Tax 


(¢/ JHE tax on public utilities should also 
T be revised and made uniform. There 
isno reason why one form of taxation should 
apply to the telephone company and another 
to the electric or gas company. A tax of 3 
per cent on the gross earnings of public utili- 
ties in place of the present tax of 1 and 2 per 
cent, and local assessments, might be more 
equitable for all concerned. ; 

“In connection with the matter of public 
utilities, I recommend that the division at 
once look into the matter of the charge for 
French telephone sets, because the profit of 
$24,000,000 made by the telephone company in 
the Nation last year indicates that the charge 
for these instruments is altogether too high. 

“T also recommend that the division prepare 
at once to determine the actual value of all 


public utility properties for the purpose of 
establishing a fair rate base, and for the pur- 
pose of assuring the public an absolute square 
deal in the future. At the same time I believe 
the subject of holding companies should be 
examined, because in general, holding com- 
panies do not operate to promote the public 
interest.” 


Gasoline Price 


a | ALSO recommend that the public utility 
division be given authority to fix the 
price of gasoline. This will prevent unfair and 
unnecessary price increases by agreement of 
the large companies. In my opinion these com- 
panies have unjustly taken millions of dollars 
out of the pockets of the Rhode Island public, 
and will continue to do so unless the power 
to regulate the price is given to the division.” 


Governor Philip F. La Follette of Wisconsin 


Progressive Action 


a4 HEN America constructed the great 
W Boulder dam across the Colorado 
river, we harnessed vast quantities of new 
power. 

“Millions of tons of water are backed up 
behind its towering walls. That power is there, 
harnessed, waiting for use. We cannot neglect 
it, or deny it expression. If we did, then 
sooner or later the constant and never-ending 
pressure of that terrific force would break 
through, and unleash an avalanche of disaster 
upon all in its path. 

“The great resources of power which our 
modern world has released must and will find 
expression. We can use them, if we have de- 


e 


termination and vision, to build greater happi- 
ness and security for all. But if we fail to 
master them, they will master us. We no 
longer live in a world where doing nothing is 
cautious or conservative. On the contrary, that 
is the one course that spells certain disaster. 

“Tf we are true to our traditions, and under- 
stand that circumstances under which we live, 
we will not only examine into basic causes ; we 
will ACT. Action without knowledge may be 
blind, but knowledge without action is futile. 
In acting we may make mistakes, but, situated 
as we are, NOT to act is the greatest mistake 
of all. By doing nothing we not only lose any 
chance of solving our problems, but we thereby 
expose our most precious institutions and 
ideals to certain attack.” 


Governor Roy E. Ayers of Montana 


Unnecessary State Employees 


copy way of illustration of this point, I 
direct your attention to the alarming 
increase in the number of people employed in 
the regularly established departments, boards, 
and commissions of our state government dur- 
ing the past four years, and the cost of main- 
taining these additional positions. I recognize 
that extraordinary conditions have called for 
extraordinary expenditures; but disregarding 
these factors, there remain additions to per- 
sonnel and payrolls, which, in my judgment, 
are not required for the efficient operation of 
our governmental affairs. In this connection, 
permit me to remind you of the fact which has 
doubtless often occurred to all of the members 
of this assembly, that while it is easy to create 
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new boards and commissions and add to the 
duties and expenses of those already estab- 
lished, it is a matter of the utmost difficulty 
to abolish or reduce the size and cost of one of 
these public bodies. For this reason, I would 
very respectfully request that constant vigi- 
lance be exercised against the creation of new 
functions or functionaries of the state gov- 
ernment.” 


Water Conservation 


€¢€ PECENT years of disastrous drouth which 

have caused enormous losses to our 
people and tragically retarded the normal 
progress of the state, have brought home to 
all of us the necessity of taking every possible 
measure to remove or reduce the hazards of 
the elements and place an ever-increasing 


MAR. 4, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


number ot our citizens beyond the influence of 
these recurring misfortunes. Sufficient water 
annually flows out of our mountains and runs 
unused to the seas, if captured, restrained, and 
distributed in proper season, to transform vast 
areas of Montana into the richest and most 
productive agricultural region on earth. 

“I favor carrying forward a program of 
water conservation which will gradually bring 
to pass this desired change. So imperative is 
the need, so numerous the opportunities, and 
so meager our financial resources capable of 
being diverted to this work that every dollar 
should be spent with the greatest care and 
made to produce the largest possible benefit. 
Within the limits of my authority as chief 
executive, I pledge my sincere endeavor to 
guard against wasteful or unwise expenditures 
in the administration of our water conserva- 
tion commission and my insistence upon the 
actual construction of projects now or here- 
after found feasible.” 


Utility Taxation 


CC E still have on the statute books tax 

classification laws, which put the 
great industrial foundations of many of our 
public utility concerns in the column with the 
homes of our people. In the first instance, the 
property has an earning capacity and is earning 
every day in the year, while the property in the 
second instance is without earning capacity. 
The machinery employed to develop the power 
and energy of these great public utility con- 


Aid to Coéperatives 


CC HE state should facilitate the develop- 

ment of cooperative enterprises of 
every description. The codperative and public 
ownership enterprises of Sweden and other 
Scandinavian countries were largely respon- 
sible for the fact that the depression was felt 
there less than in those countries where busi- 
ness was confined almost entirely to individual- 
istic enterprises. You should be liberal in ap- 
propriations to the Department of Agriculture 
in its activities relating to codperatives. 

“I recommend a change in the codperative 
law in order to permit codperatives a greater 
latitude in the purchase of stock in other cor- 
porations. The change suggested, I believe, 
will materially aid their development and ex- 
pansion.” 


Electric Power 


€¢€77) HEAP electric power is one of the essen- 
Cc tials of our modern civilization. 
“Approximately 85 per cent of the farms 
in Minnesota are without electric service. 
Many of the farms which have electric power 
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cerns is classified in the same ‘value column’ 
with farm machinery. The former has an all- 
year earning capacity and is earning every day 
in the year, while the latter has only a seasonal 
earning capacity of approximately thirty days 
of the year.... 

“It is the theory of classification law for 
taxation purposes, that property should be 
classified on the basis of earning capacity and 
that in legislating upon this subject the use to 
which property is put should be the basis of 
legislative consideration. Our own supreme 
court has laid down that rule; hence the great 
industrial dams holding back the waters of our 
streams for the generating of electric energy, 
should not be classified as farms or homes, and 
neither should the substations and transform- 
ers of these large industrial institutions be 
classified as farm machinery. Such classifica- 
tion destroys the intent and purpose of the 
taxation law which is and has been interpreted 
to mean that property should be taxed ac- 
cording to the use to which it is put and its 
actual earning capacity. These inequalities 
should be corrected and I trust will be cor- 
rected by this legislative assembly. In making 
these corrections, I charge you with keeping 
uppermost in your minds the fact that use and 
earning capacity establish ‘ability to pay.’” 


Gasoline as Utility 


(a4 o deter unfair discrimination in Mon- 

tana, as compared to other states, | 
urge your serious consideration of legislation 
making gasoline a public utility.” 


7 


Governor Elmer Benson of Minnesota 


are paying exorbitant rates. Electric rates in 
Minnesota differ in nearly every community. 
A recent survey by the Federal Trade Com- 
mission showed rates varying all the way 
from 2 cents to 13% cents per kilowatt hour. 

“Long experience has shown that regulation 
by state commissions will not bring the desired 
results. Endless litigation and prohibitive ex- 
pense make it impossible for the state to 
procure any real reduction in rates through 
the courts. 

“In view of the unprecedented activity of the 
Federal government in the field of rural elec- 
trification, the state of Minnesota should take 
an active interest in power problems. 

“During the next ten years 410 million dol- 
lars in Federal funds will be available for 
rural electrification purposes. It seems obvious 
that we should be in a position to make the 
most of this aid. 

“The Minnesota Planning Board has made 
a study of the power question and has recom- 
mended a state advisory power commission. 
The purposes of this commission would be to 
survey existing power plants, rates, and ser- 
vices; to prepare a comprehensive plan for 
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the economic interconnection of existing 
sources of electricity in the state; to prepare 
a statewide plan for rural electrification; and 
to furnish information and recommendations 
pertaining to electric service. 

“A commission of this kind would be able 
to uncover the facts which are so sadly lack- 
ing today and would pave the way for a 
greater enjoyment of the benefits of electric 
power for the citizens of this state. I recom- 
mend an act creating such a commission sup- 
plied with sufficient funds to carry on its work. 

“T further urge the removal of restrictive 
legislation hampering the normal development 
of the facilities of municipal power plants. 
There are in Minnesota 50 cities owning their 
own generating plants. Eighty cities and 


towns own power distributing plants, and 5 
counties have established electric power co- 
Operatives. 

“The removal of restrictive legislation, such 
as the present law which prevents municipal 
power plants from extending their lines more 
than 30 miles from the boundaries of the muni- 
cipality, would permit these cities and towns 
to band together into municipal leagues for 
large-scale operation and it would also permit 
them to unite with rural codperative power 
associations wherever this appears feasible. 

“T urge the submission to the voters of a 
constitutional amendment which would enable 
the state to produce electrical power and sell 
this power to municipalities at their gates for 
their own retailing and distribution.” 


e 
Governor Clyde Roark Hoey of North Carolina 


Governmental Spending 


ras is a disposition in some quarters 
to measure governmental service by 
the amount of money expended. That is not 
an absolutely accurate standard and should 
not be accepted as the only criterion. We can 
see it frequently stated that North Carolina 
expends less per child for education than 
other states. You cannot measure the educa- 
tional opportunity provided for children by 
merely giving the figures representing the 
amount of money spent for education. Ex- 
travagant and unwise and, in many instances, 
unnecessary expenditures are made in many 
states in connection with the educational sys- 
tem—the very nature of the work invites ex- 
travagant and impractical spending. There 
are so many things for which money may be 
spent, but much fewer things for which it 
must be spent in order to meet the absolute 
needs in both education and government. It 
should be remembered that economy in gov- 
ernment is still a virtue and the most destruc- 
tive force in government or education is un- 
bridled extravagance. The state ought not to 
deal penuriously with its citizenship and it 
must make substantial progress and go for- 
ward sanely, but it must not forget that there 
is no virtue in spending unless a hundred cents 
in value is obtained for every dollar expend- 
ed and unless the investment is necessary in 
order to serve the needs of the people of the 
state. 

_ “It can be said truthfully that North Caro- 
lina has maintained its government upon a 
basis of strict economy and unquestioned in- 
tegrity, and yet it is revealing to note the in- 
crease in expenditures since the beginning of 
this century. During the first year of Gov- 
ernor Aycock’s administration, thirty-five 
years ago, the total expenditures by the state 
for all purposes were a million and a quarter 


dollars. Last year the expenditures of the 
state reached the high total of $60,646,422. 
Naturally the tremendous increase arises be- 
cause of the support of schools and roads by 
the state. In 1901 the state contributed $200,- 
000 to the public school system and now it 
pays $21,000,000. Then no appropriation was 
made for roads and now all the roads are built 
and maintained by the state. All institutions 
have been enlarged and increased, others es- 
tablished in new fields of service, new state 
agencies have been created and others broad- 
ened and extended, and the state has pre- 
empted many fields of activity formerly be- 
longing to the counties.” 


State Responsibility 


copa has been an unmistakable trend 
toward state control and state respon- 
sibility during a period of years, but the change 
in the last seven years has been most striking. 
As an evidence of the shifting of the burden 
of government as between the state and coun- 
ties, and municipalities, it is interesting to note 
that in 1931 the total revenues raised and ex- 
pended by the state amounted to $36,776,964, 
while the counties, municipalities, and special 
districts expended $65,354,302. Last year the 
state expended $60,646,422, and the counties, 
municipalities, and special districts had their 
tax burden reduced to $35,571,031. Of this 
sum $21,000,000 was for debt service, which 
is a diminishing obligation. The counties have 
been relieved of everything except the obliga- 
tion to provide for the poor, conduct their 
courts, codperate with the state and Federal 
government in public health, welfare, and 
demonstration work and provide for debt ser- 
vice. The state has remitted to the counties 
and municipal governments the exclusive right 
to levy ad valorem taxes on property during 
the last quadrennium.” 


e 
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BREAKING UP THE JAM ALONG THE POTOMAC 


Governor Frank Murphy of Michigan 


Security Law Criticized 


¢ wh Fi present state law governing the sale 

of securities has not operated with en- 
tire satisfaction. A state law modeled on the 
Federal Securities Act and based on the theory 


of disclosure would tend to bring about a de- 
sirable degree of uniformity in security regu- 
lation and secure for Michigan some of the 
advantages that have been provided by the 
Federal act. The desirability of such a meas- 
ure is being examined.” 


e 
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Governor Wilbur Lucius Cross of Connecticut 


Federal Aid 


(¢]N anticipation of an adequate construc- 
| tion program to meet the exigencies of 
the situation, I trust that you will enact early 


in the session legislation which will permit 
Connecticut to avail itself of its share in such 
funds as may be allocated to the states for 
building and other purposes by the Federal 
government through its various agencies.” 


e 
Governor R. L. Cochran of Nebraska 


Commission Reform 


(¢] JoIN with the chairman of the state 
| railway commission in recommending a 
constitutional amendment by which the rail- 
way commissioners will be appointed by the 
governor with the consent and approval of 
two-thirds of the legislature. For these posi- 
tions special knowledge and qualifications are 


required which, it is believed, can best be se- 
cured by appointment. Confirmation by the 
legislature gives the whole people of the state 
a part through their representatives in the 
selection of the members of the commission. 
Under such provision, two-thirds of such 
members which, in effect, represent two-thirds 
of the population of the state, must give their 
concurrence,” 


e 


Governor Lewis O. 


Interstate Toll Bridges 


¢¢X,7ou will be requested shortly to consider 

vs compact with the state of New Hamp- 
shire to create an interstate bridge authority 
for the proposed Portsmouth-Kittery bridge, 
designed to relieve traffic conditions in the 
former city. 

“It is my understanding that no appropria- 
tion is required of either state, as it is pro- 
posed to construct this bridge from Federal 


Barrows of Maine 


funds and from bonds issued by the bridge 
authority to be paid for in tolls from the Bos- 
ton and Maine Railroad and trucks which will 
be routed over it in Portsmouth. 

“The present bridge will remain for passen- 
ger vehicles. Further advice is to the effect 
that the legislature of New Hampshire has 
already approved this act, but it will not 
become operative unless jointly approved by 
the state of Maine.” 


e 
Governor Harry W. Nice of Maryland 


Public Service Commission 


con public service commission under 
former Senator O. E. Weller ‘has been 
reorganized on a more efficient basis.’ Among 
its ‘more outstanding’ achievements during the 
last two years have been the development of a 
method of securing rate reductions by utilities 


by conference. Reductions by the Chesapeake 
and Potomac Telephone Company of $858,000 
per year, by the Consolidated Gas Electric 
Light and Power Company of $813,000 per 
annum, and other reduced charges for public 
service amounting to $1,800,000 a year were 
cited.” 


e 


Governor Lloyd C. 


Economy in Government 


cA BUSINESS administration means abso- 
lute honesty in every branch of our 
State government. It means the elimination of 
waste and needless expenditure of money in 
all departments. The ideal public servant is 


Stark of Missouri 


one who serves from patriotic motives, for the 
benefit of his state and not for mere mer- 
cenary gain; one who spends public money 
as carefully as he spends his own funds. .The 
state of Missouri demands public service of 
this character and I shall insist upon having 
it from all of those whom I appoint to office.” 


e 
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Governor E. D. Rivers of Georgia 


Against Lobbying 


(spew 5 of § 2 of Art. I of our 
Constitution that I have just sworn to 
preserve, protect, and defend, declares lobby- 
ing to be acrime.... 

“The poor people of Georgia cannot main- 
tain a lobbyist; the homeowners cannot main- 
tain lobbyists at the capitol; the blind, the 
crippled, the mothers, the insane, the tubercu- 
lar, the feeble-minded, the school children 
cannot maintain them, and since they can- 
not, by the Eternal Gods, those who seek 
to avoid paying their just share of the costs 


of good government shall not maintain 
them. 

“Private corporations are given their exist- 
ence by the state and hold their charters at 
the sufferance of the state. There is no rea- 
son in equity or logic why they should insist 
on dictating to the state what benefits and 
governmental services it shall give to the in- 
dividual citizens of the state. Themselves be- 
ing beneficiaries by special franchise, should 
they not be willing, and if not willing, should 
they not be forced to be content to run their 
own affairs and not interfere with the state, 
through whose sufferance they exist?” 


e 
Governor Carl E. Bailey of Arkansas 


Rural Electrification Program 


¢€¢T7T is likely, also, that no seriously debat- 

I able legislation will be required of us 
to secure for the rural residents of Arkansas 
the benefits of rural electrification. It is piti- 
able that recently it has been said that Ar- 
kansas farmers are so poor they could not 
afford electricity even if it were available to 
them. It is my belief that electric current is 
fast moving into the realm of necessities. It 
should be available, therefore, to 200,000 


farms in Arkansas to which now it is not 
available, and the rate placed in reach of the 
farmer so that he may use it to improve the 
economic and social position of himself and 
his household. 

“If the state utilities commission has not 
the authority or facilities to effectuate the 
commencement of an effective rural electrifi- 
cation program in codperation with the na- 
tional Rural Electrification Administration, 
this assembly should not miss the opportunity 
to supply such deficiencies.” 


e 


Governor M. Clifford Townsend of Indiana 


The Indiana Commission 


¢ ‘O™ public service commission law was 

revamped early in 1933, reducing the 
membership of the commission from five to 
three, and establishing the office of public 
counsellor for the service of persons and 


municipal 
against the public utility companies. 


corporations having grievances 
The 


change has been worth more than $20,000,000 
to utility ratepayers of Indiana, and has re- 
stored order and regulation over the bus and 
truck industries. The commission has no 
problem confronting it which is not an ad- 
ministrative problem. I would recommend, 
however, that it be adequately financed for 
the purpose of conducting necessary investiga- 
tions.” 


e 


Governor Olin D. Johnston of South Carolina 


Federal Codperation 


¢ cy" has been the policy of this administra- 

tion to codperate fully with President 
Roosevelt in his efforts to alleviate suffering 
and improve business conditions. Numerous 
Federal projects over the state, employing a 
large number of men who would otherwise 
be idle, have resulted from this fine relation- 


ship between officials of the state government 
and those in national affairs. 

“The farmers of the state have benefited 
greatly from the Federal and state coopera- 
tion on matters of rural electrification and 
other broad principles of the New Deal. With 
the tax exemption law on homes and small 
farms effective, I feel the farmer will be in 
position to enjoy a higher standard of living. 


e 


MAR. 4, 1937 


318 








The March of Events 





Register under Act 


HuE American Water Works & Electric 

Company and the North American Com- 
pany on February 9th announced that they 
would both register with the Securities and 
Exchange Commission under the Public Util- 
ity Holding Company Act of 1935. At the 
same time it was announced that the suits filed 
to test the constitutionality of the act, which 
were pending in Washington, had been with- 
drawn. ; 

The decision by these two companies to 
register was the first break in the utility op- 
position to the bill since Judge Mack, on Janu- 
ary 29th, ruled in effect that Electric Bond & 
Share must register. 

Chairman James M. Landis of the SEC said 
he believed the action of the two companies 
would be followed by the rest of the indus- 
try, and made public a letter he had sent to 
James F. Fogarty, president of the North 
American Company, praising the action. Chair- 
man Landis said 69 holding companies had 
registered under the Holding Company Act. 
They represent 26 per cent of the assets of 
the industry, is was said. 


Wants More TVA’s 


ENATOR Norris, of Nebraska, author of the 
S Tennessee Valley Act, last month proposed 
the creation of “enough TVA’s to cover the 
entire country.” This ambitious program was 
suggested by the veteran Nebraska Senator as 
the best way to handle the flood control prob- 
lem now confronting the nation. 

Despite his impatience with court actions 
now holding up the TVA, Norris said: 

“In my judgment, what the country needs 
is enough TVA’s to cover it. That would mean 
the maximum navigation development, the 
maximum flood control, the maximum re- 
forestation, the maximum correction of soil 
erosion, and the maximum amount of power.” 

In past sessions of Congress Norris has pro- 
posed extension of the TVA experiment to the 
great Missouri and Mississippi river valleys; 
but no substantial progress was made on them. 


Urges PWA Supreme Court 


A F. BUECHLER, newspaper editor and presi- 
(Xe dent of the Nebraska Irrigation Associa- 
tion, last month suggested that a supreme court 
of engineers be created to assist PWA Admin- 
istrator Harold L. Ickes in deciding on the 
merits of public works projects. He urged that 
such a court be formed if the name of the 
United States Department of Interior be 
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changed to Department of Conservation. 
The court would consist of five or seven 
engineers, at least 45 years old, to be appointed 
for long terms and not subject to removal for 
political reasons, he said. The court, under his 
plan, would determine whether a proposed 
project were feasible from an engineering and 
economic standpoint before it could be ap- 
proved by the Department of Conservation. 


Arranges New Contract 


HE Ontario Hydro Electric Power Com- 

mission announced last month that a new 
contract had been arranged with the Ottawa 
Valley Power Company to replace the con- 
tract repudiated by provincial government 
action. The suit brought by the Ottawa Valley 
Power Company to test the validity of 
Ontario’s power contract repudiation would be 
dropped, it was said. 

The new contract, which runs for thirty- 
four years, provided for the immediate pur- 
chase by the Ontario commission of the 96,000 
horsepower station, which was taken under 
the original agreement, but at a price of $12.50 
per horsepower instead of $15. The new clause, 
however, imposed on the commission the entire 
cost of the transformer station at Chats Falls, 
making actual cost per horsepower approxi- 
mately $13.50. 

According to T. Stewart Lyon, chairman of 
the Ontario commission, the average annual 
saving to the commission over the old contract 
would be $150,000. Under the new agreement 
the commission also was given an option to 
purchase the capital stock of the Ottawa 
Valley Power Company within the next three 
years for $5,000,000. 


Attacks Papers-Radio Link 


ENATOR Burton K. Wheeler, chairman of 

the Senate Interstate Commerce Com- 
mittee, stated last month that he would intro- 
duce a bill to bar newspapers from owning 
radio broadcasting stations. He said the pur- 
pose was to prevent monopoly of the channels 
of public information. 

The Montana Senator also revealed data, 
furnished by the Federal Communications 
Commission, showing that 150 stations are now 
owned or controlled by newspaper interests. 
Of these stations, the data showed that 52 
were acquired by the newspaper interests in 
the past year, and more than 100 applications 
were pending for licenses from persons affli- 
ated with newspapers. 

Senator Wheeler also made public an opin- 
ion written by Hampson Gary, FCC general 
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counsel, that legislation of the kind proposed 
by the Senator “should meet the constitutional 
requirements.” The Senator had asked the 
commission for an opinion on the constitution- 
ality of legislation “denying the right of news- 
papers to obtain broadcasting licenses in the 
future and requiring them to divest themselves 
of existing rights in broadcast stations within 
a reasonable time.” 


Senator Wheeler also asked the commission 
whether it had authority at the present time 
to deny applications from newspapers for 
stations on the ground of “public policy.” Mr. 
Gary held there was no such authority but 
that the commission was empowered to con- 
sider the business connection of applicants in 
deciding whether a license would serve “public 
interest, convenience, or necessity.” 


Alabama 


Studies Long-Distance Rates 


N investigation into the long-distance tele- 
phone rates charged on service within the 
state has been instituted by the state public 
service commission. In an order issued Febru- 
ary 5th, the commission announced it had been 
conducting a preliminary investigation of these 
rates and had found sufficient cause to make a 
formal probe. Accordingly, the hearing has 
been set for March 9th, at the commission 
offices in Montgomery, with telephone com- 
panies being notified to appear. 

Last year telephone subscriber rates were 
reduced by the commission approximately 
$250,000 and recently the commission ordered 
a reduction on charges for handsets approxi- 
mating $52,000. In 1935 a general rate reduc- 
tion of $190,000 was put into effect. 

The 1935 session of the legislature increased 
the telephone companies’ gross receipts tax 
from 2% per cent, the rate paid by all other 
public utility companies, to 4 per cent. The 


legislation was designed as a big stick to force 
the company into a compromise on rates. Goy- 
ernor Graves early last month signed a bill 
restoring the rate to 2% per cent, thus saving 
the telephone company approximately $80,000 
a year. 


Offers Power Plant 


T= Alabama Power Company on February 
9th sought authority to sell its urban elec- 
tric distribution system in Tuscumbia to that 
city, in a petition filed with the state public 
service commission, Hearing was set for 
March 12th. The proposed sale price was not 
referred to in the formal petition. 

Tuscumbia plans to operate its own munici- 
pal electric system, purchasing current from 
the TVA. In its petition, the Alabama Power 
Company said its Tuscumbia franchise ex- 
pired October 17, 1931, and that the company 
had been unable to secure a renewal or ex- 
tension. 


Arizona 


Debate Power Authority 


tye of an Arizona Power Authority 
to make arrangements for use of Boulder 
dam hydroelectric energy was debated pro 
and con before several legislators at Phoenix 
last month by representatives of the Boulder 
Dam Power Transmission Association and the 
Salt River Valley Water Users’ Association. 

The 13th legislature has before it—in each 
house—bills that would create the power 
authority and appropriate $85,000 for mainte- 
nance of the unit. The hearing on the measure 
was conducted by the House and Senate ap- 
propriations committee. 

Albert Stetson, secretary of the Boulder 
group, led the fight in favor of the authority. 
He was joined by fourteen other speakers. 
Lin B. Orme, president of the Water Users’ 
Association and H. J. Lawson, chief engineer 
for that association, debated against the 
Boulder dam proposition. They were sup- 
ported by three other spokesmen. 
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While officials of the Water Users’ Asso- 
ciation termed the Boulder proposition a “wild 
dream,” advocates declared that it would bring 
power to Arizonans who haven't it and would 
give economical power to those who have it. 
Stetson led the parade of speakers. He said 
the $85,000 would be used for salaries of three 
commissioners on the authority at $5,000 a 
year each ; $10,000 for travel expenses, and the 
remainder for necessary surveys. 

The power would be brought into Arizona 
through sale of revenue bonds sold to the 
Federal government. Stetson quoted engineer- 
ing authorities that Boulder dam power serv- 
iced 200 miles away could be sold at between 
3.5 to 5 mills per kilowatt hour. He added that 
“power developed on the Verde would com- 
pete with Boulder in Phoenix at 4.5 mills.” 

Mr. Stetson also explained the power 
authority would be prohibited by law from 
ratifying the Colorado river compact. Other 
speakers asserted that credit of Arizona would 
not be pledged in the Boulder movement. 
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Arkansas 


Hits Service Charge 


HE House of Representatives on February 

10th voted 62 to 29 to prohibit utility com- 
panies from making service charges. The bill 
was sponsored by Representative Coffelt of 
Saline. 

Representative Blair of Logan opposed the 
measure on the ground that the utilities have 
done “a great deal” for Arkansas, that they 
are taxed heavily, and that they give employ- 
ment to thousands of persons. He said also 
that farmers favor allowing the utilities to 
make a fair profit so that they may extend 
services to the rural districts. He recalled also 
that the state department of public utilities 
last year reduced the earnings of the Arkansas 
Power and Light Company about $180,000 and 
those of the Arkansas-Louisiana Gas Company 


about $150,000, saving consumers $330,000 a 
year. 

He objected to the bill also because service 
charges of municipally owned companies 
would be eliminated, whereas some of them 
borrowed Federal funds and they would be 
unable to repay the loans without the service 
charges. 

Representative Cunningham of Hot Spring 
county spoke for the bill, declaring that he had 
rather pay a higher rate for his utility service 
than to have to pay a service charge. Repre- 
sentative Houston of Cleburne said he could 
see no sense in a consumer having to pay for 
something he doesn’t get, and urged passage 
of the bill. 

Representative Campbell of Garland, op- 
posing the bill, declared that the place to get 
relief was the department of public utilities. 


California 


Central Valley Project Urged 


HE National Resources Committee on 

February 3rd recommended completion of 
the $170,000,000 Central valleys project in Cali- 
fornia as soon as practicable. Recommending 
projects fora 6-year public works program, the 
committee described the huge flood control 
and power plan as the outstanding incomplete 
project, overshadowing all others, in the Cali- 
fornia drainage district. The committee de- 
clared that completion of the project as soon 


as practicable “is of prime importance.” 

The project calls for dams on the Sacra- 
mento and San Joaquin rivers which would 
create lakes furnishing pressure for operation 
of hydroelectric plants, as well as curbing flood 
menaces, The committee report to Congress 
stated : 

“The outlook for this large area, with its 
fast-growing population of more than 6,000,- 
000, depends chiefly upon the supply of water 
that can be made regularly available for es- 
sential purposes.” 


Georgia 
estimated cost was $21,244,000. This report 
was submitted to the President on March 16, 
1936, without review or comment by Secre- 
tary Dern, Secretary Ickes, or Chairman Mc- 
Ninch. 

The Water Resources Committee of the 


Surveys Power Market 


y direction of the President, the Federal 
D Power Commission announced last month 
it would proceed promptly to make a survey of 
the market for power of the proposed Clark 
Hill project, on the Savannah river, about 25 
miles above Augusta. 

A study was made of this project last year, 
by direction of the President, by a special 
board of engineers composed of Colonel Earl 
I. Brown, Corps of Engineers, U. S. Army, 
chairman ; Sherman M. Woodward, consult- 
ant, National Resources Committee, and Roger 
B. McWhorter, chief engineer, Federal Power 
Commission. This board made its report, 
recommending that the project be constructed 
as soon as practicable” for the benefit of 
navigation, development of hydroelectric 
power, and the relief of unemployment. The 


National Resources Board included the 
Clark Hill project in its list of projects recom- 
mended for construction, as one to be further 
surveyed with reference to markets for power. 


Bus Rate Extended 


The Columbus city commission last month 
granted an extension of six months of the 
trial period for a 5-cent bus fare upon appli- 
cation of the Columbus Transportation Com- 
pany. Increased patronage during the first 
six months’ trial of the new fare, reduced from 
seven cents, prompted the extension. 
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Illinois 


Tax Held Illegal 


HE state supreme court last month held the 

3 per cent state utilities sales tax uncon- 
stitutional because it exempted sales of gas, 
water, and electricity for industrial use. The 
case was brought by the city of Chicago and 
other municipalities owning and operating 
utilities, but the ruling applies to privately 
owned utilities also. 

Belief prevailed in some quarters that an 
effort would be made to enact a new bill tax- 
ing sales of gas, water, and electricity for in- 
dustrial use also. Meanwhile, it was said, 
utilities would save the amount of this tax. 
The 1937 savings apparently will extend from 


January Ist to such date as a new law js 
assed. A two-thirds vote in each house would 
required to make such an act effective be- 

fore July 1st, next. 

The 3 per cent tax became effective July 1, 
1935, and was to have been reduced to 2 per 
cent January 1, 1937. Reduction, however, was 
postponed to May 1, 1937, by the legislature. 

With the exception of the Illinois Bell Tele. 
phone Company, which paid its 3 per cent 
utility tax under protest, little hope was en- 
tertained that the large utilities in the Chicago 
area would be able to recover taxes paid in 
1935 and 1936. Illinois Bell paid about $1,000- 
000 in 1935 and $2,070,453 in 1936. Common- 
wealth Edison paid $2,311,386 under this law. 


Indiana 


Amendment Introduced 


A= sponsored by Representatives Fergu- 
son and Fayette, was introduced in the 
state legislature on February 8th which would 
amend the public service commission law to 
empower any municipality after affirmative 
referendum vote, and on majority vote by the 
city council, to acquire or construct and oper- 
ate a public utility throughout a 6-mile radius 


without a certificate of convenience and neces- 
sity from the state public service commission 
or any other public body. 

The bill would also give to privately owned 
utilities providing like service in the same 
locality, the right of appeal from council action 
in circuit or superior court, decision of which 
may be appealed to the supreme court. It 
would also require courts to submit written 
opinions on such cases. 


lowa 


Votes Utility Bill 


TE state Senate on February 10th had its 
first skirmish of the session over munici- 
pal ownership of public utilities under the 
Simmer law. The law permits cities to buy 
public utility plants and issue bonds to be re- 
tired out of the earnings. The law frequently 
has been attacked as permitting sale of plants 
on a doubtful chance that they may pay out, 
and defended as frequently as a step forward 
in municipal ownership and operation. 

The recent Senate action was taken on a 
bill by Roy S. Stevens, of Ottumwa, to per- 
mit refunding of bonds by cities in such cases. 
Stating it was his intention to permit the cities 
merely to issue new bonds for old and take 
advantage of present lower interest rates, 
Stevens offered an amendment to his own bill 
which would prevent a change in the maturity 
date of the securities or an increase in the 
amount during the refunding. 

The amendment provoked a lively battle 
with those wishing to give the cities an exten- 
sion of time to pay off bonds if it is wished. 
The amendment was voted, 23 to 24. Leaders 
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opposing the amendment then sought to de- 
feat the bill temporarily to give them another 
chance to remove the amendment. They failed 
and the bill passed, 27 to 17. 

In the House on the same day, Representa- 
tive Strickler offered a bill to allow cities and 
towns and contract or purchase municipal tele- 
phone systems, and to operate such systems 
and fix the rates that may be charged for such 
service, Cities and towns do not have such 
power under present law. 


Pushes Rural Program 


HE Rural Electrification Administration 
last month reported that Iowa has taken 
the fullest advantage of its program to supply 
light and power to farms. A summary showed 
that on February 11th the state’s entire $1,- 
783,086 allocation for the period ending June 
30, 1937, had been apportioned among projects 
in various stages of development over the 
state. 
The projects completed or under construc- 
tion involved a total expenditure of $746,116, 
providing for 711 miles of electric lines. 
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Louisiana 


To Expand Rural Service 


roTaAL allotment of $1,120,000 for rural 
electric line construction extending into 
15 of the state’s 64 parishes was announced by 
the Rural Electrification Administration at 
Washington early last month. Over 4,600 rural 
customers will receive service for the first time 
over the new lines, it was stated. The latest 
estimates, compiled at the close of 1936, gave 
Louisiana a total of 3,990 electrified farms. 
Four newly formed electric distribution co- 
éperatives will divide the new allotment. These 
cooperatives were developed through local 
leaders and agricultural agents with the as- 
sistance and codperation of trained REA field 
representatives. The projects are as follows: 
The St. Mary-Iberia Electric Codperative 
of Franklin received $95,000. The proposed 
system to be erected with these funds will in- 
clude some 104 miles of line to serve 343 cus- 
tomers. The probable source of power is the 
city of Franklin. 
A codperative being formed in Grant and 


neighboring parishes will receive $500,000 to 
build 547 miles of lines to serve about 2,129 
customers in Grant, Rapides, and Natchitoches 
parishes. Short extensions will also go into 
four other parishes. The city of Alexandria 
will probably furnish power at a wholesale 
rate averaging 1.06 cents per kilowatt hour. 
This project will be built largely in the Red 
river valley. 

A newly organized codperative for Terre- 
bonne and Lafourche parishes received $105,- 
000 to build a proposed system of 113 miles 
to serve nearly 400 customers. Power will 
probably be purchased at wholesale from the 
Houma municipal plant. At the present time 
fewer than one farm in 100 are electrified in 
this area. 

An allotment of $420,000 was made for a 
codperative project in Lafayette, St. Martin, 
Acadia, and St. Landry parishes in the deep 
southern section of the fertile Mississippi river 
valley region. The proposed system will in- 
clude 456 miles of lines to serve 1,750 cus- 
tomers. 


Massachusetts 


Free Bulb Bill Loses 


Fr separate bills for free bulbs were be- 
fore the House early last month, but after 
the test roll call vote the lower branch accepted 
the recommendations of its committee on 
power and light in reporting leave to withdraw 
on all five. Debate came on the free bulb bill 
introduced by Representative Thomas E. 
Barry of East Boston, who asked the House to 
overrule the committee report and accept his 
bill. He sharply criticised the power and light 
committee, claiming that it had voted against 
the measure twenty minutes after completing 
its public hearing on the bills. 

Representative Jackson J. Holtz of Dor- 
chester said the purpose of the bills was to 
provide a short-cut rate reduction, and that 
unless the utility companies want to advance 
the day of public ownership and municipal 
operation “they should adopt the long range 
policy of giving their customers a fair deal 
by accepting this bill.” 

Bills were also filed by Representatives 
Timothy Murphy of Dorchester, Abraham 
Zimon of Roxbury, and John J. Donahue of 
Somerville. Urging defeat of the free bulb 
bills, Representative John Comerford of 
Brookline contended that there was just as 
much reason “to give free refrigerators, wash- 
ers, irons and other electrical equipment as 
giving free bulbs.” He said that if the free 
ulb law were passed, it would mean an in- 
crease in the electric rates, and declared that 
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o measures were “something for nothing” 
ills. 

When Representative Barry appealed to the 
House to substitute his bill for the adverse 
report of the committee, it was refused by a 
rising vote of 86 to 82. Then he asked and ob- 
tained a second roll call vote. In what was 
said to be the first real test of the session, the 
House by a vote of 109 to 103 refused to ap- 
prove the bill. 

The Senate subsequently killed the bills by 
a vote of 19 to 10, An appeal to the Senate to 
override the adverse report of the power and 
light committee was made by Senator Edward 
C. Carroll of South Boston, but the Senate 
refused to take this action. 


Commission Bill Killed 


IEUTENANT-Governor Francis E. Kelly’s 
| he bill for the election of members of the 
state regulatory commission by popular vote 
was placed at the bottom of the calendar by 
the Republican majority in the state House. 
The bill had been filed by Representative 
Timothy J. Murphy of Dorchester at the re- 
quest of the Lieutenant Governor. A similar 
bill by Representative J. B. Wenzler of South 
Boston was given more favorable position but 
both the Wenzler and Kelly bills were killed 
so that future members of the state utilities 
commission will continue to be appointed by 
the governor of the commonwealth with the 
consent of the Executive Council. 
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M IsSissipp1 


Handset Phone Charge Reduced 


To state railroad commission on February 
3rd announced that the Southern Bell 
Telephone & Telegraph Company had volun- 
tarily submitted a second reduction within the 
past six months on handset telephone “extra” 
charges. The reduction was accepted. 


The order provides that the company make 
no extra charge on the handset type telephone 
after a period of twenty-four months to new 
customers and no extra charge to present 
handset customers who have paid as much as 
$3.60 on their extra service. The handset rate 
is 15 cents a month, the rate having been re- 
cently reduced from 25 cents to 15 cents, 


Montana 


Utility Measure Killed 


, oe the measures recently consigned to 
oblivion was a Senate bill which would 
have required public utilities to file identical 
annual statements for taxation and rate-mak- 
ing purposes. With a roll call vote demanded 
and a call of the Senate ordered, a minority 


report of the taxation committee that the bill 
be killed was adopted 30 to 24, 

Previously, however, a motion to print the 
measure and place it on general file lost 30 
to 22. It then was moved to have it recon- 
sidered, but a motion to lay the reconsideration 
motion on the table was carried and the bill 
was definitely killed. 


Nebraska 


New Utility Bills: Introduced 


T= bills were introduced in the state 
legislature last month by Senator Slepicka 
at the request of the state railway commission. 
The first measure would give specific control 
to that body of the regulation of rates and 
services of gas and electric utilities, and would 
exempt municipalities from provisions of law, 
except those relating to uniform system of 
accounts, filing of rates and reports. It would 
also authorize the levy of a tax up to two- 
tenths of one per cent of gross revenues per- 
manently appropriated for use in enforcing 
the act. 

The second bill, an emergency measure, 
would confer specific jurisdiction upon the 
state commission over rates and service of 
motor carriers in intrastate commerce on state 
highways and would fix an annual fee of $5, 
proceeds to be used in enforcement. 


The third would give specific authority to 
regulate rates and service of telephone com- 
panies, and would authorize the levy of tax 
up to two-tenths of one per cent of gross 
revenues, to be permanently appropriated for 
use in enforcing the act. 


County Gets Power Loan 


B= County (Nebraska) Rural Power 
Company directors signed a government 
loan contract on February 9th to borrow $275,- 
000 for a rural electrification project cover- 
ing 263 miles of transmission lines in the 
county. 

E. D. Beck of Decatur, president, said 653 
farmers have agreed to buy power. He pre- 
dicted actual construction would start within 
about forty-five days. Electricity would be ob- 
tained from the Elkhorn valley power plant at 
Scribner. 


New Jersey 


Utilities Cut Rates 


Ts electric rate reductions, after negotia- 
tions with officials of the companies, were 
announced on February 12th by the state pub- 
lic utilities commission. They were $180,000 
by the rd Central Power & Light Com- 
pany, effective April 1st, and $174,040 by the 
New Jersey Power & Light Company, the 
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latter becoming effective as of March Ist. 

The Jersey Central Power Company serves 
the Monmouth county shore area and the 
eastern southern section of the state, with 
some northern territory in Morris and Essex 
counties. The New Jersey Power operates in 
the northwestern part of the state. 

These cuts, added to the $1,500,000 reduc- 
tion in electric rates by the Public Service 
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Flectric & Gas Company effective January 
ist, carried the total of electric rate reduc- 
tions this year in the state to $1,854,040 

At least 65 per cent of the Jersey y 
reduction was in residential rates. Under the 
revised schedule of the New Jersey Power 


& Light, no change was made in the base rate 
of $1 for the first 11 kilowatt hours. The new 
schedule provided a rate of 7 cents per kilo- 
watt hour for the next 25 kilowatt hours; 
5 cents per kilowatt hour for the next 64; 3 
cents in next 100 block, and thereafter 2 cents. 


New York 


Commission Calls Critic 


NCENSED at the accusation that New York’s 
| electric rates are excessive, the state public 
service Commission recently wired Frank R. 
McNinch, chairman of the Federal Power 
Commission, and invited him to present legal 
proof to sustain his charges. The message, 
signed by Milo R. Maltbie, chairman of the 
state commission, was approved by all the 
members. 

Replying to the telegram, Chairman Mc- 
Ninch, in a letter made public February 13th, 
reaffirmed his remarks made at a House com- 
mittee hearing on December 10th, regarding 
electric rates in New York, and pointed out 
that, even with the $7,000,000 reduction made 
since that time, Mr. Maltbie himself admitted 
that certain rate schedules were still “out of 
line.” Chairman McNinch wrote in part as 
follows : 

“Your telegram expresses a willingness on 
your part to have me appear before your com- 
mission to testify. It is thought that, after you 
have read the transcript of my testimony be- 
fore the committee and learned that all of my 
statements were temperate and wholly free 
from either criticism of or discourteous refer- 
ence to you and your commission, you may 
conclude that my appearance is not required 
and that such a procedure might be unseemly. 

“However, if it is your considered desire 
to have me appear, I will do so, with the 
understanding that you assume sole responsi- 
bility for such an extraordinary procedure. 
Only on this basis would I respond to your 
invitation. In doing so I would want an agree- 
ment that the hearing be open to the press 
and public and that, after you had examined 
me as freely as you may care to, I would be 
extended the reciprocal courtesy of examining 
you, your associate commissioners and such 
members of your staff as I might deem ad- 
visable . . . 

Following Chairman McNinch’s telegram, 
Chairman Maltbie issued a reply expressing 
willingness to hold public hearings for the 
presentation of any “legal proof” which the 
Federal official might offer. The New York 
official disapprov ed, however, what he termed 
the “novel” and ‘ ‘anprecedented” suggestion 
that members and staff of the New York com- 
mission should be examined by the Federal 
authorities, Chairman Maltbie pointed out that 
all hearings are held in public. 
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Bill Bars City-Owned Plant 


M Ayor LaGuardia’s proposal for a munici- 
pal power plant to compete with private 


companies already in the field and serve as a 


“vardstick” on their rates and service to con- 
sumers would go on the scrap heap if a bill 
introduced on February 2nd by Assemblyman 
Phelps Phelps, Democratic member of the 
ay from New York city, should become 
aw. 


The Phelps bill provides for “electrical 


block plants” under private management which 
could generate, sell, and distribute steam and 


electric light and power to consumers within 
the block in which they were established. The 
measure provides for regulation of this pro- 
posed traffic by two commissions, one for New 
York city and another for the rest of the state. 
The commissions would have authority 
parallelling in general the powers now vested 
in the state public service commission and the 
transit commission operating in New York 
city, except that only steam and electric light- 
ing would come within the purview of the new 
regulatory bodies. Each commission would be 
composed of five members, with the commis- 
sioners drawing a salary of $15,000 a year each. 

Because certain provisions of the bill run 
sharply counter to amendments to the state 
public service law, advocated by Governor 
Lehman, under which municipalities would 
not only, with the approval of the public serv- 
ice commission, be authorized to develop and 
distribute power within their own boundaries, 
but could sell their surplus current to other 
localities, it was regarded as highly improb- 
able that the bill, should it pass the Senate and 
Assembly, would receive the approval of the 
governor and become law. 


Handset Fee Ends 


4 state public service commission re- 
cently ordered the New York Telephone 
Company to eliminate the extra monthly 
charge for handset telephones on April Ist 
for all subscribers who have paid the charge 
for two years. Milo R. Maltbie, chairman of 
the commission, announced that as rapidly 
thereafter as a subscriber reached the end of 
a two-year period, the additional charge would 
cease, and that at the end of this year the 
period would be reduced to eighteen months, 
so that after January 1, 1938, all subscribers 
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who had paid the charge for a year and a half 
would be relieved of further monthly pay- 
ments. 

The immediate saving to subscribers by this 
order will be about $830,000 a year, and when 
the period is reduced to eighteen months the 
annual saving will approximate $1,150,000. 
When the plan goes into effect April 1st about 
660,000 handsets, or about 45 per cent of those 
now in use, will become free of extra monthly 
charges. 

The telephone company announced it would 
put the commission’s order into effect on the 
date named. It was estimated that the order, 
with the more general reductions effected last 
August, will reduce charges billed to sub- 
scribers by more than $5,000,000 annually. 


Scores Transit Plan 


PPOSITION to rapid transit unification in 
O New York city under public ownership 
and operation was voiced recently by the New 
York Board of Trade at a transit commission 
hearing on the $436,000,000 unification plan 


proposed by Samuel Seabury and City Cham. 
berlain A, A. Berle, Jr. 

A statement containing the board's views 
was read by M. D. Griffith, executive vice 
president. It declared that the organization 
was withholding its approval of the Seabury. 
Berle plan, but “without prejudice.” No ap. 
proval could be given, the statement said, un. 
til more light was shed on such important 
matters as the rate of fare under unification, 
the effect of changing relationships between 
employers and labor, and the effect of the plan 
upon the city’s ability to extend and improve 
transit facilities. 

The statement reiterated the board’s long. 
standing contention that “a rate of fare should 
be established which would yield a retum 
sufficient to cover maintenance, operation 
costs, yield a fair return on invested capital, 
and ultimately amortize the outstanding 
securities.” 

The board protested, in view of present ten- 
dencies in employer-labor relations, against the 
trend for government entry into business, it 
was said. 


North Carolina 


REA Investigation Bill 


in the Senate last month by Senator L. 
M. Abernathy of Caldwell, which would 
authorize an investigation of the activities of 
the state Rural Electrification Authority. Dud- 
ley Bagley, a former state Senator, is chair- 
man of that organization. The bill was referred 
to the committee on public utilities. 

The measure provided for the abolition of 
an exemption which has been granted power 


Am of statewide import was introduced 


companies that they not be compelled to ob- 
tain a certificate of convenience and necessity 
for “construction into territory contiguous to 
that already occupied and receiving similar 
service from another utility.” The bill also re- 
ferred to statements that the state REA “is 
now sponsoring legislation which would favor 
public utility companies and handicap rural 
electrification codperatives,” and asserted that 
the power program of the New Deal admin- 
istration has been repudiated by the state REA 
organization. 


Ohio 


Report Criticizes Commission 


ae the Sherrill commission report on 
the state public utilities commission as 
“nothing new,” Chairman E. J. Hopple of the 
state commission recently made a partial reply 
to the recommendations of Howell Wright, 
Cleveland attorney, who asserted that the pub- 
lic utilities commission had lost the public 
confidence. 

The Ohio Government Survey said a new 
deal in public utility and transportation regu- 
lation in the state was imperative, and asserted 
the public utilities commission was forced to 
operate in 1937 “on a 1930 basis.” 

Speaking for the entire commission, the 
chairman declined to go into detail regarding 
the report until such time as the commission 
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has had an opportunity to examine and study 
the report. He stated: 

“So far as the report is concerned, Mr. 
Wright is not recommending anything in re- 
gard to the judicial functions and operations 
of the commission which the commission has 
not been in accord with for the past eight or 
ten years.” 

Referring to the charge voiced in the re- 
port that the commission had assumed the 
aspect of a court, the chairman said that 
counsel for litigants before the commission 
has been responsible for that situation and has 
prevented the commission from retaining the 
form of a fact-finding commission. | 

The chairman was in agreement with the 
charges that there was continued delay in the 
handling of cases in the understaffed engineer- 
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ing and accountancy divisions. He pointed out 
that an additional $50,000 was being sought for 
the commission’s biennium appropriation, 
pending before the legislature, for the em- 
ployment of additional engineers and account- 
ants. 

The Ohio Government Survey was begun 
in 1935 at the request of Governor Martin L. 
Davey but the report on the commission was 
not included in the final report of the survey 
committee due to the illness of Mr. Wright. 
Colonel C. O. Sherrill, general chairman, said 
the fundamental basis of the survey is “a 
thorough investigation and analysis of the 
sate administrative functions from the view- 
point of practical business men applying the 
principles of proved business methods and 
procedure.” 

The survey said the great failure of the 
Ohio system was the “inability of the com- 
mission to decide or settle rate cases 
promptly.” 


Assail Gas Ruling 


T= recent decision of the state public 
utilities commission in the Akron rate 
case was assailed last month as the Cities 
Alliance met at Cleveland to continue discus- 
sion of plans for a campaign to reduce rates 
through Federal agencies. 

The Akron decision set the rate between 62 
and 63 cents per thousand cubic feet. Since it 


was given the East Ohio Gas Company has 
demanded a 6 per cent increase in the Cleve- 
land rate, which averages 58 cents. The com- 
pany was also expected to demand higher rates 
in more than, 50 Ohio cities served by it. 

Harry S. Littman, special counsel for 
Akron, told the conference he believed regu- 
lation by the commission should be eliminated, 
leaving regulation to the courts. Other speak- 
ers urged election of commission members 
rather than appointment. 

The conference, comprising representatives 
of a group of cities in several adjoining states, 
has been demanding regulation of interstate 
gas transactions. Representatives of 10 Ohio 
cities attending the meeting approved the draft 
of a bill to be introduced in Congress pro- 
posing a Federal gas commission. 


Grants Franchise 


A 25-year franchise and a 10-year street 
lighting contract were granted by the 
Marion city council last month to the Marion- 
Reserve Power Company. A $10,866 reduc- 
tion in street lighting charges was effected by 
the new contract. 

Mayor Frederick C. Smith emphasized the 
franchise would not prevent the city from 
constructing a municipal plant, nor from con- 
tracting with another company to furnish serv- 
ice to the city, but was largely an expression 
of good will to the company. 


Oklahoma 


Phone Rates Appealed 


OMPLAINING that the state corporation 

commission unfairly ordered a cut in 
telephone rates in Oklahoma City, the South- 
western Bell Telephone Company on Febru- 
ary 1lth appealed to the state supreme court 
to set aside the order. 

On November 3, 1936, the commission in- 
structed the company to cut the rates of resi- 
dential telephones in Oklahoma City 25 cents 
a month and the business rates 50 cents a 
month. The company immediately announced 
its intention to appeal and put up a bond which 
delayed effectiveness of the reduction pending 


outcome of the appeal in the supreme court. 

In its appeal the company gave twenty rea- 
sons why it believed the order should be set 
aside. Its principal complaint was that the 
state corporation commission considered only 
the Oklahoma City exchange in its study of 
company returns without inquiring into the 
condition of the more than 100 other ex- 
changes operated by the company which the 
appeal said were not earning a fair return 
on the investment. Most of the principles in- 
volved in this appeal will be ruled upon by 
the supreme court when it passes on the ap- 
peal of the same company from a state com- 
mission ruling cutting Tulsa’s telephone rates. 


Pennsylvania 


Introduces Public Ownership 
Bill 


A aston known as the Kane Public 
Ownership Bill was introduced in the 
State legislature on February 10th by Assem- 
blyman Joseph A. McArdle. The act would 


confer upon counties of the second class the 
right to construct, own, purchase, and operate 
public utilities; to contract for the payment 
therefor, or to have the price fixed by the 
state public service commission. 

It would also provide for referendums to 
ascertain the will of the electors; to issue 
bonds or certificates of assignment, pledge, or 
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hypothecation of the revenues of public utili- 
ties, and to fix reasonable rates, services, and 
facilities. It would also authorize the ap- 
pointment of managers and other employees, 
and would provide for collective bargaining 


with the representatives of the employees 
thereof. The bill would confer power to enter 
into contracts with the United States and its 
instrumentalities for the purchase, transmis. 
sion, and distribution of hydroelectric power. 


> 


Texas 


Get REA Cash 


Tz loan allotments totaling $540,000 for 
583 miles of rural electric lines serving 
1,872 customers in five Texas counties were 
announced on February 12th by the Federal 
Rural Electrification Administration. No men- 
tion was made of generating plants, which was 
said to indicate that current would be bought 
from privately owned power companies serv- 
ing the communities. 

The two projects for which the 20-year loans 
were approved were: (1) Texas State Rural 
Electrification Board of Greenville, $170,000 
to build 183 miles of rural lines in Hunt and 
Collin counties, serving 558 customers; (2) 
Trio-County Electric Company, Waco, $360,- 
000 for 400 miles of lines in Rains, Hunt and 
Hopkins counties, serving 1,314 customers. 


Fights Antiutility Bill 


ta Texas Press Association on February 
6th closed its 2-day midwinter convention 


> 


with the adoption of a resolution opposing 
a bill prohibiting the sale of gas and electrical 
appliances by utility companies. 

The resolution said the bill, which was pro- 
posed recently in the House, would be in- 
jurious to the best interests of the public as 
in some small towns and villages it was im- 
possible to obtain dependable appliances at a 
fair price from other sources. 


PWA Allotment Approved 


—— of $221,818 to Electra, Wichita 
county, for a municipally owned and 
operated electric power plant and distribution 
system has been approved by the President, 
Public Works Administrator Harold L. Ickes 
announced on February 9th. Domestic and 
commercial customers will be served, as well 
as municipal street lighting. 

The PWA allotment consisted of a loan of 
$122,000 and a grant of $99,818. The latter 
need not be repaid while the loan is secured 
by the municipality, it was said. 


Wisconsin 


Defeat Utility Move 


yom of bitter controversy over pur- 
chase of the Wisconsin Gas and Elec- 
tric Company’s electric utility at Ft. Atkinson 
and building of a new electric light plant 
ended recently when voters defeated the move, 
1,650 to 428. Proponents of the acquisition, 
who had battled hard and long to give the 
city municipal ownership, had little to say. 
Councilman Otto Trieloff, leader in the fight, 
said the “vote speaks for itself,” and that he 
believed the rate reductions put in effect last 
December by the Wisconsin Gas and Electric 
Company amounting to $7,659, switched many 
voters who had been opposed to the private 
utility. 

A citizens’ committee led by industrialists 
of the city, which opposed the acquisition, 
filed an expense account of $1,000 used largely 
for letters and literature sent all over the city. 
Trieloff and other proponents of the acquisi- 
tion filed expenses of less than $100. The 
city’s survey and other expenses will cost 
about $2,500, according to estimates. It was a 
quiet election. 
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Commission Powerless 


A croup of ten town of Plymouth, Rock 
county, farmers, bearing a petition signed 
by forty-two residents, last month requested 
the state public service commission to author- 
ize the Wisconsin Power and Light Company 
to extend electric service to their farms. 

The petitioners said they did not want to 
wait for the Rock county codperative to ex- 
tend its lines into the town of Plymouth and, 
moreover, did not desire service from the co- 
Operative. 

The commission replied that it was power- 
less to act, since at that time there were two 
vacancies on the three-man commission. The 
Senate recently rejected Governor LaFollette’s 
appointment of John H. Bickley to suc- 
ceed Chairman Andrew R. McDonald, re- 
signed. A bill authorizing one commissioner 
to issue valid orders in case of vacancies on 
the board has been introduced in the state 
legislature. In either event the farmers were 
told that an investigation and hearing would 
be ordered to consider the petition for com- 
pany rather than codperative service. 
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The Latest Utility Rulings 





Contract Rates Are Superseded by Rates 
Fixed under Regulatory Law 


or several years the rule has been 
Piquite generally recognized that rates 
fixed by contract are fixed subject to the 
reserved power of a state to regulate 
rates. Nevertheless the United States 
Supreme Court was recently called upon 
to pass on one phase of the application 
of this rule. The court, in a suit by the 
utility to recover charges under rate 
schedules, held that no constitutional 
rights of an electric customer were im- 
paired because rates higher than those 
fixed by a contract had been filed and put 
into effect under the provisions of the 
Missouri regulatory act or because 
higher rates had been prescribed by the 
state commission. 

The customer did not contend that the 
state lacked power by appropriate ac- 
tion to establish and enforce just and 
reasonable rates but that, as against con- 
stitutional provisions invoked, the action 
taken under the Public Service Commis- 
sion Law was not sufficient to abrogate 
the contract rates. Specifically it was 
contended that the state court had con- 
strued the statute to make a mere filing 
of a higher rate schedule, as well as a 


later promulgation of a schedule by the 
commission, effective to abrogate the 
contract rates and to require that the 
customer pay additional amounts calcu- 
lated on the basis of the higher rates, al- 
though the customer had previously per- 
formed the contract and paid the utility 
company the contract rates. 

The Supreme Court pointed out that 
the customer had had an opportunity to 
support the contract rates and to test be- 
fore the commission and in the state su- 
preme court the validity of the filed 
schedules, but it had failed to do so. It 
was said that the customer could not 
reasonably contend that immediate exer- 
tion by the legislature of the state’s pow- 
er to prescribe and enforce reasonable 
and nondiscriminatory rates depended 
upon, or was conditioned by, specific ad- 
judication in respect of existing con- 
tracts; it followed that the rates first 
filed by the utility and those promul- 
gated by the commission in accordance 
with the statute had the same force and 
effect as if directly prescribed by the 
legislature. Midland Realty Co. v. Kan- 
sas City Power & Light Co. 


e 


Assessments against Railroad for Regulatory and 
Inspection Cost Held Invalid 


JUDGMENT of the supreme court of 
4\ Washington sustaining the valid- 
ity of the state law imposing upon cer- 
tain public utilities, including railroads, 
a fee of 1/10 of 1 per cent of gross op- 
erating revenue was reversed by the Su- 
preme Court of the United States in an 
action brought by the Great Northern 
Railway Company against the state of 
Washington. 
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The state court had based its decision 
in favor of the validity of the statute on 
two grounds: first, that the act was not 
unconstitutional on its face; second, 
that, as the answer denied the material 
allegations of the complaint concerning 
the operative effect of the act, the rail- 
road company had the burden of proof, 
which it failed to sustain, and, if the 
burden were shifted by the case made 
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by the railroad, the evidence prepon- 
derated in favor of the state. 

The Federal Supreme Court agreed 
that the statute did not exhibit a failure 
reasonably to adjust the fee to the ex- 
pense of the supervision and regulation 
of railroads and that the lower court was 
justified in refusing to hold the statute 
void on its face. Mr. Justice Roberts, 
delivering the opinion of the court, said: 


The legislation is to be accorded the pre- 
sumption of fairness and regularity. It can- 
not be deduced from the provisions of the 
act that the amounts collected from the rail- 
roads grossly exceed those legitimately ex- 
pended for inspection and regulation. The 
appellant insists that such is the necessary 
inference from the circumstance that the 
same fee is exacted from public utilities 
generally, and the collections go into a single 
fund and are indiscriminately disbursed for 
the many branches of the department’s 
work. But these facts, without more, do not 
prove that the amounts derived from the 
railroads are in excess of the legitimate ex- 
penses of inspection and regulation. It may 
be that, in spite of this lumping of receipts 
and expenditures, the fees paid by the rail- 
roads are no more than enough to defray 
such expenses. 


On the second point, however, the Su- 
preme Court held erroneous the view 
that the railroad company had the bur- 
den of showing that sums exacted from 
rail carriers substantially exceeded the 
amounts expended for regulation and 
supervision, and that the proofs offered 


were insufficient to shift the burden tp 
the state. It was said to have been dem. 
onstrated that while expenses other than 
those of inspection and regulation of 
railroads were paid out of the fees, the 
amount of the excess over what was 
necessary for regulation and inspection 
could not be ascertained from the ac. 
counts of the State Department of Pyb- 
lic Works. The evidence was uncop- 
tradicted and conclusive that sums ex. 
pended for railroad accounts did in- 
clude substantial and apparently large 
amounts for activities in the interest of 
interstate shippers and for the trial of 
reparation cases before the Interstate 
Commerce Commission. The court held 
that it was impossible to sustain the state 
court’s conclusion that such testimony 
had any probative value upon the sole 
issue in the cause, which was whether 
the statute subjected the railroads to an 
unreasonable charge for inspection and 
regulation. Justice Roberts continued: 
. .. the state is at liberty to intermingle 
duties involving costs properly chargeable 
to the railroads, with others involving costs 
not so chargeable, but if it does so, and the 
exaction is challenged, it must assume the 
burden of showing that the sums exacted 
from the appellant do not exceed what is 
reasonably needed for the service rendered. 
The state failed to carry this burden. 


Great Northern Railway Co. v. State of 
Washington. 


e 


Ohio Commission Changes Natural Gas Rates 
Prescribed in Ordinance 


i R- Ohio commission sustained a 
complaint and appeal by the East 
Ohio Gas Company as to an ordinance 
passed by the city of Akron prescribing 
net rates of 63 cents per month for the 
first 1,000 cubic feet, or less, or none, 
and 45 cents per thousand cubic feet for 
all over 1,000 cubic feet, with a $1 meter- 
setting charge. The commission sus- 
tained a 384-cent rate paid to the Hope 
Natural Gas Company for gas supplied, 
after an investigation of the cost of the 
gas to that company. Commissioner 
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Schaber dissented and Commissioner R. 
D. Williams expressed his dissatisfac- 
tion with the elimination of going con- 
cern value and the cost of “stock plan de- 
posits.” 

The commission allowed a return of 
64 per cent upon the value as determined 
by reproduction cost less depreciation. It 
was said, however, that the commission 
had not rejected original or historical 
cost but had considered testimony con- 
cerning such evidence as an aid in de- 
termining the accuracy and certainty of 
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THE LATEST UTILITY RULINGS 


the findings in reproducing the prop- 
erty of the companies new less deprecia- 
ion, The commission was bound by 
Ohio law to follow the statutory form- 
ula, namely, reproduction cost new and 
depreciated. 
Federal income tax and Ohio excise 
tax were included at the actual amounts 
paid by the company. The commission 
recognized that wages and other costs of 
operation might be higher, but, on the 
other hand, the improvement in eco- 
nomic conditions, it was pointed out, 
might also result in increased sales for 
the company, with resulting gains that 
would more than offset the increased ex- 


penses of all operations of the utility. 

Allowance was made for development 
cost for expenditures necessarily in- 
curred to provide producing acreage, al- 
though Commissioner Schaber in his dis- 
senting opinion said that an allowance 
for expenditures incurred in developing 
leaseholds was an allowance for pay- 
ments for delay rentals upon leases in 
reserve, and that there were included 
costs for acreage which would never be 
used and useful in the service of gas con- 
sumers. He said it was nothing but “old 
man delay rentals’ on unoperated leases 
disguised in a new fantastic garb.” Re 
East Ohio Gas Co. (No. 8276). 


e 


Ratepayers Denied Right to Intervene 


n order of a Federal district court 
A denying the motion of the San An- 
tonio Utilities League for leave to in- 
tervene in a rate case was sustained by 
the circuit court of appeals, fifth circuit. 
The telephone company and the city of 
San Antonio, after several years of 
hardly contested litigation, had settled 
their controversy and submitted the set- 
tlement in form of a consent decree to 
the district court for its approval. The 
decree fixed a rate and provided for re- 
funds to subscribers on that basis. 

The league opposed entry of the con- 
sent decree in so far as it directed re- 
funds on the basis of the agreed-on rate. 
Apart from the fact that the decree 
could not be accepted in part and re- 


jected in part but must be accepted or re- 
jected as a whole, the court said there 
was nothing which took the case out of 
the general rule that allowance or refusal 
of a petition to intervene is discretionary 
and not a final order upon which an ap- 
peal will lie. The court said further: 
That, generally speaking, individual sub- 
scribers have no direct and immediate inter- 
est in a rate controversy and suit sufficient 
to authorize them to maintain or prosecute 
it, and that the matters involved in such a 
suit are matters entirely between the par- 
ties to it, the utilities and the city, is settled 
by the authorities. 


San Antonio Utilities League et al v. 
Southwestern Bell Telephone Co. et al. 
86 F. (2d) 584. 


e 


Depreciation Rate Fixed for Company Having 
Excessive Reserve 


HE Oregon commisioner, in fixing 

future depreciation rates for a tele- 
phone company, took into consideration 
the fact that the company had an exces- 
sive reserve balance. The commissioner 
said : 

There are, of course, instances where the 


amount collected for depreciation has been 
insufficient, and other instances where the 


amount collected from the ratepayers for 
depreciation has been excessive. In neither 
of these cases will the balance in the depre- 
ciation reserve on the company’s books equal 
the accrued depreciation existing in the 
property. 

If proper depreciation rates are used the 
depreciation reserve balance should approxi- 
mate very closely the actual depreciation ex- 
isting in the property, and unless it does so, 
the utility’s stockholders or ratepayers are 
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being injured. In the present instance we 
feel that too much has been collected from 
the ratepayers for depreciation in past years. 


Criticism was made of the company’s 
method of segregating depreciation re- 
serve balance into primary accounts by 
prorating the reserve balance on the ra- 
tio that the depreciable fixed capital 
primary accounts bore to the total de- 
preciable fixed capital. It was said that 
this method assumed that the property 


a By Wisconsin commission found 
that the class of service given by a 
local rapid transit line differed so mark- 
edly from service given on the local city 
line in the city of Milwaukee that there 
was no undue discrimination in the main- 
tenance of different rate schedules. The 
commission sustained the existing fares 
on the rapid transit line and held that a 
petition for extension of the weekly pass 
to the local rapid transit line was not 
justified. 

The company had contended that the 
service was Clearly distinct in that spe- 


in each primary account was of the same 
average age and had depreciated to the 
same extent, but that any breakdown of 
a depreciation reserve balance into pri- 
mary accounts will require an analysis 
of the debits and of the credits to the 
reserve account and an assignment 
thereof to the various primary accounts, 
Re Oregon-Washington Telephone Co, 
(U-F-704-T49, P. U. C. Or. Order No, 
3987). 


e 


Railway Not Required to Honor Weekly Passes 
on Rapid Transit Line 


cial types of high speed cars were used 
which operated over a private right of 
way free from grade crossing with but 
few stops, that the traffic on the line was 
light, that the cost of giving the local 
rapid transit service was almost three 
times as great as the revenue derived 
from it, and that the entire rapid transit 
division earned practically no net reve- 
nue, while the entire railway system 
earned an amount equal to a return on 
the investment of but 2.8 per cent. Eck- 
man et al. v. Milwaukee Electric Rail- 
way & Light Co. (2-R-610). 


e 


New York Court Rules on Question of Stay 
Pending Appeal 


HILE ordinarily an appellate court 

will not determine the propriety 
of a lower court action on a motion to 
stay proceedings pending appeal when 
the appellate court has disposed of the 
entire controversy, the appellate division 
of the New York Supreme Court re- 
viewed such an order, Justice Heffernan 
stating : 


. . the decision of the question involved 
on this appeal is of no importance in this 
case and ordinarily we would be inclined 
to dismiss the appeal. We think the question 
presented, however, is of sufficient impor- 
tance to require its determination by this 
court. The issue is one likely to frequently 
arise and consequently we desire to formu- 
late the rule which should guide the special 


term in the future in dealing with applica- 

tions for a stay. 

The court then ruled that when the 
utility company had presented proof 
showing the presence of questions of 
substance for consideration by the ap- 
pellate court and had also made a proper 
showing of irreparable damage, it be- 
came entitled to the granting by the low- 
er court of the stay requested. The mo- 
tion for the stay did not require the court 
below to decide the issues presented upon 
which it sought the annulment of the 
Commission’s order, but merely to ascer- 
tain whether questions of substance were 
presented for consideration by the high- 
er court, and whether, if these questions 
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THE LATEST UTILITY RULINGS 


should be finally determined in favor of 
the company, it would suffer irreparable 
damage in the meantime. Justice Hef- 
fernan continued : 
It appears from its opinion that the court 
below predicated its decision on the errone- 


ous assumption that it was necessary for 
that court, in order to grant the stay, to 


find that the order of the commission was 
unreasonable, arbitrary, or capricious, Ob- 
viously a finding that the commission’s ac- 
tion is unreasonable, arbitrary, or capricious 
requires a determination of the issues on the 
merits. Such a determination cannot be 
made by the special term. 


New Rochelle Water Co. v. Maltbie et al. 


Reorganization Suggested Instead of Refunding 
Bond Issue by Overcapitalized Company 


HE Wisconsin commission denied 
Toe to issue $95,000 of bonds 
to refund outstanding bonds in a like 
amount when the outstanding bonds 
alone were about equal to the undepre- 
ciated book value of the property and 
equal to 150 per cent of the depreciated 
book value, resulting in no equity for the 
stockholders. 

Outstanding common stock amounted 
to $85,000, and it was pointed out that 
this alone exceeded the book amount of 
net assets, and that irrespective of any 
bond issue the company was overcap- 
italized and no amount of bonds or other 


type of securities should be issued as 
long as this condition obtains. The pub- 
lic service commission suggested how- 
ever: 


If a reorganization of the financial struc- 
ture of petitioner is accomplished which will 
provide for the issuance of $35,000 principal 
amount of 4 per cent bonds and $40,000 par 
value of common stock, in lieu of the 
amount of stock and bonds now outstanding, 
the commission believes that it could make 
the necessary statutory findings as a pre- 
requisite to the issuance of these amounts 
of securities. 


Re Stoughton Light & Fuel Co. (2-SB- 
82). 


Other Important Rulings 


‘ court of appeal of Louisiana, 
second circuit, sustained an electric 
utility company in its discontinuance of 
electric service because of tampering with 
acustomer’s meter so as to prevent regis- 
tration of current. The court pointed out 
that the customer in his contract had 
agreed to protect the company’s property 
from loss or damage and not to permit 
anyone not an agent of the company to 
remove or tamper with the company’s 
property or its operation. A utility rule 
authorizing such discontinuance was not 
deemed necessary. Jones v. Southwestern 


Gas & Electric Co. 171 So. 163. 


_ The Michigan commission, in report- 
ing to the court on new evidence on the 
application of the Grand Rapids Gas 
Light Company for approval of the con- 
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struction of a natural gas pipe line to 
serve natural gas, pointed out that since 
the company had contracted with the 
owners of gas acreage, leases, and wells 
to purchase whatever gas might be pro- 
duced at the well-head and delivered 
through meters to the company at a speci- 
fied rate per thousand cubic feet, the com- 
pany did not own this gas until it was re- 
duced to possession ; that it did not own 
the gas “in place.” This ruling was in 
connection with the determination of 
available gas for furnishing a full natural 
gas supply rather than mixed gas. Re 
Grand Rapids Gas Light Co. (D-3000). 


The New York appellate division has 
ruled that recovery against an electric 
company for failure to furnish service 
should not be granted when the plaintiff 
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had made no written application for res- 
toration of service and where the plain- 
tiff had procured the furnishing of serv- 
ice to himself by subterfuge to procure 
service for a relative who was in default. 
McMullin v. New York Power & Light 
Corp. 291 N.Y. Supp. 523. 


The Colorado commission dismissed an 
application to lease a permit for motor 
carrier operation where the lessor testi- 
fied that he was not willing to execute any 
lease of the permit. The commission said 
that it was obvious that before a lease 
might be approved by the commission it 
must affirmatively appear that both lessor 
and lessee are desirous of securing such 
commission approval. Re Russell (Ap- 
plication No. 3694-PP-A, Decision No. 
9114). 


The Connecticut commission refused 
to construe the statutes relating to con- 
tract carriers so as to require a finding 
that public convenience and necessity re- 
quire the operation of service applied for 
before operating authority is granted, 
the commission stating that the statutory 
authority is lacking as is also the power 
of the state to limit the number of con- 
tract carriers by the finding of public 
convenience and necessity applicable to 
common carriers. Re Marshall (Docket 
No. 6432). 


The Utah commission dismissed an ap- 
plication for a permit to operate as a con- 
tract motor carrier of property between 
localities adequately served by common 
carriers, stating that the mere desire of 
certain shippers to use the applicant’s 
proposed service, when and if found ad- 
vantageous to them, would not justify 
granting the permit, more especially when 
the traffic proposed to be taken care of 
already was being handled satisfactorily 
by existing common carriers in such lo- 
calities. Re Arrow Auto Line (Case No. 
1822). 


The West Virginia commission dis- 
missed without prejudice a request for 
an increase in natural gas rates where 
the predecessor of the utility had trans. 
ferred wells and other production prop- 
erty to an affiliated company. The com- 
mission held that the utility had the 
burden of showing by competent eyi- 
dence that this transfer did not adverse- 
ly affect the customers, in view of the 
fact that the utility was purchasing gas 
from these wells. Re Southeastern Gas 


& Water Co. (Case No. 2458). 


The North Carolina commission au- 
thorized a telephone company to discon- 
tinue two-party service in a city where 
there were few two-party lines in sery- 
ice and subscribers demanded mostly 
single-party service or four-party serv- 
ice. Discontinuance, however, was not 
to affect present customers but was to 
apply to future subscribers. Re Durham 
Telephone Co. 


The Alabama commission ordered 
that the rates of the Southern Bell Tele- 
phone and Telegraph Company for hand- 
sets should be 15 cents a month for a 
continuous period of twenty-four 
months, and that thereafter there should 
be no extra charge, provision being made 
for credits to present users of such 
equipment. Berkowitz v. Southern Bell 
Telephone and Telegraph Co. (Docket 
6943). 


The Connecticut commission, in de- 
nying authority to operate a motor bus 
service, referred to persons favoring the 
petition because they were aggrieved by 
the quality of the existing public trans- 
portation and stated that such grievances 
are appropriate to a consideration of 
how the existing service might be im- 
proved rather than to a decision as to the 
necessity for an additional service. Re 
The Chieppo Co. (Application No. 
2043). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, will 


be published in full or abstracted in 


ublic Utilities Reports. 
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RE YELLOW CAB CO. OF PHILADELPHIA 


PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re Yellow Cab Company of Philadelphia 


[Application Docket No. 34998, Securities Dockets Nos. 210, 211.] 


Consolidation, merger, and sale, § 13 — Approval of merger — Type of merger. 


1. The Public Service Company Law, requiring approval of a merger of 
a public service company with any other corporation, does not specify 
only mergers of the Pennsylvania type, whereby the merger results in 
the cessation of the existence of the merging corporations and the creation 
of a new corporation, p. 434. 


Valuation, § 371 — Good will — Unproven items — Not capitalizable. 
2. An item of good will arising from some transaction the details of 


which are not known is, because of its unproven value, uncapitalizable, p. 
435. 


Valuation, § 371 — Good will — Excess purchase price — Not capitalizable. 
3. An item of good will representing excess price paid above the value of 
assets acquired is not capitalizable, p. 435. 

Valuation, § 153 — Management fees during construction — Taxicab company. 
4. An item for management fees during construction should not be capital- 
ized by a taxicab company when the company does not own any assets 
which require a period of construction during which management costs 
would be chargeable as an asset, p. 435. 


Valuation, § 257 — Worthless investment — Not subject to capitalization. 
5. An investment of a taxicab company in cab companies which are without 
assets is not subject to capitalization since the investment is worthless, p. 
435. 

Valuation, § 257.1 — Uncollectible accounts receivable — Not capitalizable. 
6. Accounts receivable representing amounts due from companies which 
have no assets, and which are therefore known to be uncollectible, will 
not be allowed in finding a basis for a stock issue, p. 435. 


Security issues, § 87 — Excessive amount — Authorisation subject to conditions 
— Merger. 

7. Issuance of no par common and par value preferred stock in excess of 
the capitalizable assets of a taxicab company was authorized in order to 
permit the consummation of a merger of companies, upon condition that 
the company make entries upon its books of account as directed by the 
Commission to eliminate uncapitalizable items and that the company, in 
accordance with a stipulation, take necessary steps to retire the authorized 
preferred stock in order to issue in lieu thereof shares of preferred stock 
without par value, the stated capital applicable to the no-par preferred 
shares not to exceed such amount as the Commission might find to be the 
equity assignable to such stock, p. 436. 


Accounting, § 12.1 — Uncapitalizable items — Merger. 


8. A company which is authorized to merge a holding company should 
transfer uncapitalizable items, disapproved as assets by the Commission, 
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to a deferred charge account and amortize such assets to surplus, either 
in one sum or in annual instalments over a period of years, p. 436. 
Consolidation, merger, and sale, § 19 — Merger of parent corporation. 

9. A corporation holding all the stock of a taxicab corporation was author. 
ized to be merged into the taxicab corporation under an agreement of 
merger providing for acquisition of all assets by the taxicab company 
assumption of all liabilities, and delivery of stock to the stockholders oj 
the merged corporation, approval being found necessary or proper for the 
service, accommodation, or convenience of the public, p. 436. 


[December 21, 1936.] 


F  igstocooriegen for approval of merger of taxicab holding cor- 
poration with operating corporation, issuance of common 
stock without par value, and issuance of cumulative preferred 
stock with par value; applications granted subject to conditions. 


By the Commission: Yellow Cab 
Company of Philadelphia hereafter 
referred to as “petitioner,”’ is a cor- 
poration formed in Delaware in 
1920, and operates a taxi service in 
Philadelphia. Higgins Incorporated, 


chartered in Delaware in 1935, is a 
corporation formed primarily for the 


purpose of facilitating the segregation 
of the taxi service from the other ac- 
tivities of Philadelphia Rapid Transit 
Company, and in pursuance of that 
purpose it acquired all of the capital 
stock of petitioner. 

[1] On May 13, 1936, petitioner 
and Higgins Incorporated entered in- 
to an “agreement of merger,” which 
provided that “Higgins Incorporated 
shall be merged into and with Yellow 
Cab Company of Philadelphia” and 
that ‘““Yellow Cab Company of Phila- 
delphia shall be the surviving corpora- 
tion.” From this language it be- 
comes apparent that the word “merg- 
er” is not used in the same sense in 
both Delaware and Pennsylvania, for, 
under our law, a merger results in the 
cessation of the existence of the 
merging corporations and the creation 
of a new corporation—there is no sur- 


16 P.U.R.(N.S.) 


vivor. However, The Public Service 


Company Law does require approval 


of a merger of a public service com- 
pany with any other corporation, and 
that act does not specify only mergers 
of the Pennsylvania type. 

The merger agreement provides 
for the acquisition by petitioner of all 
of the assets of Higgins Incorporat- 
ed, and the assumption of all of its 
liabilities, and further provides that 
petitioner would deliver its stock to 
the Higgins Incorporated stockholt- 
ers in such number of shares and in 
such classes that their holdings in pe- 
titioner upon completion of the trans- 
action would be identical with their 
former holdings in Higgins Incorpo- 
rated. Since the latter had outstand- 
ing 15,000 shares of no-par common 
stock, and $225,600 of preferred, 
and since petitioner then had 5,000 
shares of common outstanding, all of 
which was held by Higgins Incorpo 
rated, it was and is necessary for peti 
tioner to issue 10,000 additional 
shares of common and $225,600 of 
preferred stock pursuant to the merg: 
er agreement. Application has been 
made to us for approval of such isst- 
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RE YELLOW CAB CO. OF PHILADELPHIA 


ance, and we will consider this matter 
before further discussing the merger 
itself. 

Petitioner has submitted to us a 
consolidated balance sheet of itself 
and Higgins Incorporated as of Sep- 
tember 30, 1936, which balance sheet 
shows a net equity value of $1,471,- 
361.27. It is our present purpose to 
determine how much of that equity 
is capitalizable. 

(2, 3] The first account on this 
balance sheet requiring discussion is 
“Goodwill—$19,390.” Petitioner has 
offered a statement which shows this 
item to consist of : 


Arising from some transaction prior 
to 1933, the details of which are not 
known . 

In 1930, the company acquired the 
assets of Hartel Cab Company for 
which it paid the amount of $61,- 
602.43. The value of the assets 
acquired was $46,602.43. 
—excess price 


$4,390 


Because of the unproven value of 
the first item, and the obviously un- 
capitalizable nature of the second, we 
must consider all of the account 
“Goodwill” to be without value for 
the present purpose. 

[4] The second item for discussion 
s “Management Fees during Con- 
struction—$19,587.22.” Petitioner’s 
witness testified that this account was 
inherited at the time the company 
was freed from Philadelphia Rapid 
Transit Company control. In our 
opinion, this item should not be cap- 
italized, for petitioner does not own 
any assets which require a period of 
construction during which manage- 
ment costs would be chargeable as an 
asset. 

[5] The third item for comment is 
“Other Investment Securities—$106,- 
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276.79.” Of this amount, $15,165.25 
is in government securities and in 
four other items carried at $1 each. 
The balance is made up as follows: 


Subsidiary companies (100% own- 
ership) : 
Brown and White Cab Company $54,392.5 
Diamond Cab Company 36,717 99 
Quaker City Cab Company .... 1.00 


$91,111.54 


At the hearing on these cases, peti- 
tioner’s witness (Higgins) testified 
that these companies had no assets. 
Obviously, since these companies are 
without assets, the investment of peti- 
tioner in them is also worthless, and 
not subject to capitalization. 

[6] Similar comment is applicable 
to $1,159,127.68 of the item “Other 
Accounts Receivable — $1,278,547.- 
07.” The former figure represents 
amounts due petitioner by Quaker 
City Cab Company and Diamond Cab 
Company. Since these amounts are 
known to be uncollectible, they will 
not be allowed in finding a basis for 
a stock issue. 

Summarizing the items, we find the 
capitalizable equity in petitioner and 
Higgins Incorporated, at September 
30, 1936, to have been as follows: 


As shown by balance sheet : 
a stock (as pro- 


posed ) 
Earned surplus 
Capital surplus ........ 


9 
— $1,471,361 


Disallowed assets chargeable 

—_— equity : 

Goodwill 

Management fees during 
construction 

Other investment securi- 
ties 

Other accounts 


————_ 1,289,216 


$182,145 
16 P.U.R.(N.S.) 


Capitalizable equity 
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We therefore also find that this 
equity is not sufficient to support the 
proposed capitalization. 

[7, 8] Petitioner is desirous of 
consummating the proposed merger 
before December 31, 1936, and has 
asked that we approve these stock is- 
sues in order that the merger may be 
accomplished. To this end, petition- 
er has filed of record a stipulation 
that, if the Commission approves 
these three applications, it will take 
such steps as may be necessary to re- 
tire, within thirty days thereafter, the 
$225,600 of 6 per cent preferred 
stock which would be authorized by 
such approval, and will ask our con- 
sent to issue in lieu thereof 2,256 
shares of preferred stock without par 
value, bearing a dividend rate of $6 
per share per annum, and in other re- 
spects similar to the par value pre- 
ferred stock for which authorization 
is sought herein. It has further stip- 
ulated that the stated capital applica- 
ble to the no-par preferred shares 
would not exceed such amount as the 
Commission may find to be the equity 
in petitioner assignable to said stock. 

Under the arrangement thus pro- 
posed, petitioner would be temporari- 
ly overcapitalized in order to facilitate 
the merger with Higgins Incorporat- 
ed, but this defect would be cured 
within thirty days. We have no ob- 
jection to the merger as such, and 
will permit the issuance of stock as 
applied for, under the conditions re- 
cited in the stipulation heretofore de- 
scribed, and subject also to the pro- 
vision that petitioner, prior to issu- 
ance of the stock herein authorized, 
make entries upon its books of ac- 
count as hereinafter set forth. We 
are of the opinion that the assets to 


16 P.U.R.(N.S.) 


which we have taken exceptions, ag 
gregating $1,289,216, should } 
transferred to a deferred charge a. 
count and amortized to surplus, either 
in one sum or in annual instalments 
over a period of not exceeding ten 
years, as petitioner may elect. We 
will include a requirement to that ef. 
fect in our order. 

[9] Upon consideration of thes 
applications, the amount and charac. 
ter of the securities involved herein, 
and other relevant matters, the Com. 
mission finds and determines that the 
purpose of the issuance of the securi- 
ties is authorized by law; that the is- 
suance of said securities subject to the 
conditions hereinafter recited is rea- 
sonably necessary for that purpose, 
and that approval of the applications 
is necessary or proper for the service, 
accommodation, or convenience of the 
public. 

The foregoing finding and deter. 
mination, however, shall not be con 
strued to imply any guaranty or obli- 
gation on the part of the common- 
wealth of Pennsylvania as to such 
securities, nor shall it be taken as re- 
quiring the Commission, in any pro- 
ceeding brought before it for any pur- 
pose, to fix a valuation which shall be 
equal to the total of these and any 
other outstanding securities of peti 
tioner, or to approve or prescribe a 
rate which shall be sufficient to yield 
a return on said securities ; therefore, 

Now, to wit, December 21, 1936, 
it is ordered: That the merger of 
Yellow Cab Company of Philadelphia 
with Higgins Incorporated be and i 
hereby approved, and that a certificat 
of public convenience issue in ev 
dence thereof. 
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It is further ordered: That the is- 
suance by Yellow Cab Company of 
Philadelphia of 10,000 shares of its 
common stock, without par value but 
with a stated value of $1 per share, 
be and is hereby approved, and that a 
certificate of public convenience issue 
in evidence thereof. 

It is further ordered: That, sub- 
ject to the following conditions, the 
issuance by Yellow Cab Company of 
Philadelphia of $225,600 of its 6 per 
cent cumulative preferred stock, par 
value $100 per share, be and is here- 
by approved, and that a certificate of 
public convenience issue in evidence 
thereof. 

1. That within thirty days hereafter, Yellow 
Cab Company of Philadelphia take such steps 
as may be necessary to retire said $225,600 of 
6% cumulative preferred stock, and ask this 
Commission’s consent to issue in lieu thereof 
2,256 shares of $6 cumulative preferred stock 
without par value, but with a stated value 
not greater than the Commission shall find 


to be the equity in said company assignable to 
said st 


2. That prior to the issuance of the stock 
herein authorized, Yellow Cab Company of 
Philadelphia make the following entry on its 
books of account: 


Unappropriated Sur- 
plus 
Capital Surplus 597.10 


ther Surplus Reserves $1,230,761.27 


It is further ordered: That peti- 
tioner also make the following entry 
on its books of account : 


Other Deferred 
$19,390.00 


Management Fees during Con- 
struction 

Other Investment Securities .. 1,111. 

Other Accounts Receivable ... $1,159,127.68 
and that it amortize said $1,289,216.- 
44 of Other Deferred Charges by 
charges to Other Surplus Reserves, 
and to Unappropriated Surplus when 
said Other Surplus Reserves shall 
have been exhausted, either in one 
sum or in annual instalments over a 
period of not exceeding ten years, as 
the company may elect. 





MISSOURI SUPREME COURT 


State ex rel. Empire District Electric 


Company 


Public Service Commission of Missouri 


(— Mo. —, — S. W. (2d) —.) 


Depreciation, § 5 — Powers of Commission — Replacement of reserve — Ret- 


roactive orders. 


1, A Commission which is authorized, after hearing, to require the ac- 
cumulation of a depreciation reserve and to fix rates of depreciation has 
no power to order a public utility which has voluntarily created a deprecia- 
tion reserve to replace in the reserve amounts previously transferred to 


surplus, p. 439. 
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Depreciation, § 40 — Ownership of reserve. 

2. A depreciation reserve, whether accumulated voluntarily or pursuant to 
an order of the Commission, comes from revenues which the customers 
pay for service and for that reason it belongs to the company; and when 
the purpose of the reserve, to keep the property in proper condition for 
efficient service, has been accomplished, the company cannot be forced to 
give up for the benefit of future customers the balance remaining, p, 
440. 


Depreciation, § 10 — Purpose of reserve — Public interest. 
3. The only purpose of a depreciation reserve so far as the public is con- 
cerned is to guarantee that the company’s property will be kept in proper 
condition so that efficient service may be rendered, p. 440. 


Depreciation, § 39 — Adequacy of reserve — Presumptions. 

4. It must be assumed that amounts transferred by a public utility company 
from depreciation reserve to surplus were not needed to maintain the 
property adequately so that efficient service might be rendered to customers 
when there is no showing to the contrary and no complaint has been made 
as to the condition of the property or the character of service rendered, 
p. 440. 

Depreciation, § 3 — Power of Commission — Replacement of reserve — Necessity. 
5. The Commission, even if it had power to order a public utility to restore 
to a depreciation reserve, voluntarily created, amounts previously trans- 
ferred to surplus, could require only such amounts thereof to be replaced 
as would make the depreciation reserve adequate for the needs of the 
company, p. 442. 

Commissions, § 17 — Statutory authority — Effect of rules. 

6. Rules of the Commission cannot be invoked in support of a Commission 
order when such order is not authorized by statute, since the source of 
the Commission’s power is the statute and not its own rules, p. 443. 


[December 14, 1936.] 


Y . Sfoms from judgment of circuit court affirming order of 

Commission which directed a public utility company to 

replace in depreciation reserve amounts previously transferred 

to surplus; reversed. For Commission decision see 13 P.U.R. 
(N.S.) 478. 


5 


Commission on its own motion 
against the company to determine the 
fair value of the company’s property. 
The Commission made an appraisal 


FRANK, J.: This is an appeal by 
the Empire District Electric Com- 
pany, a Kansas corporation, from a 
judgment of the circuit court of Cole 


county affirming an order of the Pub- 
lic Service Commission. For brevity 
we will refer to relator as the com- 
pany and to respondents as the Com- 
mission. 

This cause was instituted by the 


16 P.U.R.(N.S.) 


of the company’s properties and an 
audit of its books and accounts. 
Thereafter hearings were had before 
the Commission as to the value of the 
company’s property and as to the at 
dit of its books and accounts as made 


438 





ipany 
1 the 
mers 
made 
lered, 


SSity. 
store 
Tans- 
laced 
f the 


ission 
ce of 


otion 
e the 
erty. 
raisal 
d an 
unts. 
efore 
f the 
e all- 
made 


STATE EX REL. EMPIRE DIST. E. 


by the Commission. At such hearing 
evidence pro and con was heard as to 
the cost of reproduction less depreci- 
ation of the company’s used and use- 
ful property. 

It was further shown at said hear- 
ing that the company in the year 1915 
yoluntarily began the accumulation 
out of earnings of a depreciation re- 
serve which, by the year 1923, 
reached the sum of approximately 
$1,000,000; that in that year the 
company’s board of directors adopted 
a resolution to the effect that there 
was an overaccrual in the deprecia- 
tion reserve amounting to $400,000 
and said sum of $400,000 was by 
authority of said board transferred 
from depreciation reserve to surplus, 
leaving in the depreciation reserve 
approximately $864,000; that in the 
year 1926 another sum of $400,000 
was so transferred, leaving the depre- 
ciation reserve at that time the sum 
of $1,176,000. Again in 1929 the 
sum of $800,000 was transferred 
from depreciation reserve to an ac- 
count called “Special Surplus Re- 
serve” where it still remains, leaving 
in the depreciation reserve in the year 
1930 the sum of $1,226,000; that the 
$800,000 which was transferred from 
depreciation reserve to surplus was 
disbursed in the payment of dividends 
to the stockholders before the institu- 
tion of the present proceedings; that 
each year from 1915 to and including 
the year 1935, the company made an- 
nual reports to the Commission which 
showed the transfer of funds as 
above indicated. 

Other necessary facts will be stated 
in course of the opinion. 

[1] At the conclusion of the hear- 
ing, the Commission on August 6, 
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1935 (10 P.U.R.(N.S.) 302) or- 
dered that the $1,600,000 which had 
been transferred from the deprecia- 
tion reserve fund be replaced in that 
fund. The legality of that order is 
the only question presented for deci- 
sion on this appeal. 

There is no statute requiring the 
company to carry a depreciation re- 
serve account. However, there is a 
statute, § 5200, Rev. Stats. Mo. 1929, 
which gives the Commission power, 
after hearing, to require the company 
to carry such an account, subject to 
the control of the Commission. That 
section of the statute reads as fol- 
lows: 

“The Commission shall have pow- 
er, after hearing, to require any or 
all gas corporations, electrical corpo- 
rations, and water corporations to 
carry a proper and adequate depreci- 
ation account in accordance with 
such rules, regulations, and forms of 
account as the Commission may pre- 
scribe. The Commission may, from 
time to time, ascertain and determine 
and by order fix the proper and ade- 
quate rates of depreciation of the sev- 
eral classes of property of such cor- 
poration, person, or public utility. 
Each gas corporation, electrical cor- 
poration, and water corporation shall 
conform its depreciation accounts to 
the rates so ascertained, determined, 
and fixed, and shall set aside the mon- 
eys so provided for out of earnings 
and carry the same in a depreciation 
fund and expend such fund only for 
such purposes and under such rules 
and regulations, both as to original 
expenditure and subsequent replace- 
ment, as the Commission may pre- 
scribe. The income from investments 
of money in such fund shall likewise 
16 P.U.R.(N.S.) 
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be carried in such fund.”  (lItalics 
ours. ) 

The facts show that the Commis- 
sion, at no time, made any order re- 
quiring the company to set up or car- 
ry a depreciation reserve. The si- 
lence of the Commission on that sub- 
ject from 1915 to the date of the 
present hearing in 1935, necessarily 
left the question of a depreciation re- 
serve and the upkeep of the property 
to the judgment of the board of di- 
rectors of the company. The power 
of the Commission to make orders 
relative to the depreciation reserve of 
the company is conferred by statute. 
We must, therefore, look to the stat- 
ute to determine whether the Commis- 
sion had authority to make the order 
in question. It has been well said 


that “when a particular power is ex- 
ercised by the Commission, or is 
claimed for it, that power should have 


its basis in the language of the stat- 
ute or should be necessarily implied 
therefrom.” People ex rel. New York 
R. Co. v. Public Service Commission, 
223 N. Y. 373, P.U.R.1918F, 125, 
119 N. E. 848; Havre de Grace & P. 
Bridge Co. v. Towers, 132 Md. 16, 
P.U.R.1918D, 484, 103 Atl. 319. 
Turning to the statute we find that it 
gives the Commission power, after 
hearing, to make an order requiring 
the company to carry a depreciation 
reserve account in an amount fixed 
by the Commission, subject to the 
regulatory control of the Commission. 
Such an order, if made, would oper- 
ate prospectively and give the Com- 
mission regulatory control of the de- 
preciation reserve created by its order. 
But that is not the situation in this 
case. Here the Commission stood by 
through the years without making any 


16 P.U.R.(N.S.) 


order requiring the company to set 
up or carry a depreciation reserve 
and by its silence and tacit consent 
permitted the company to voluntarily 
accumulate a reserve and use it for 
such purposes as, in the judgment of 
the board of directors of the com. 
pany, was proper. Some years after 
this was done the Commission then 
made a retroactive order, the effect of 
which was to look back through the 
years and nullify orders made by the 
company’s board of directors relative 
to the depreciation reserve, when 
there was no statute or order of the 
Commission which prohibited the 
making of such orders at the time 
they were made. This retroactive 
order was illegal and void because the 
Commission had no authority to make 
it. 

[2-4] Aside from the want of 
statutory authority to make the order, 
it is wrong in principle. A depreci- 
ation reserve whether accumulated 
voluntarily or pursuant to an order 
of the Commission, comes from rev- 
enues which the customers pay for 
service and for that reason it belongs 
to the company. The only purpose of 
a depreciation reserve, so far as the 
public is concerned, is to guarantee 
that the company’s property will be 
kept in proper condition so that effi- 
cient service may be rendered. When 
that purpose is accomplished, the bal- 
ance remaining in the depreciation re- 
serve belongs to the company, and the 
company cannot be forced to give it 
up for the benefit of future customers. 
Decisions of the Supreme Court of 
the United States support this conclu- 
sion. In Public Utility Comrs. v. 
New York Teleph. Co. 271 U. S. 23, 
70 L. ed. 808, P.U.R.1926C, 740, 
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744, 46 S. Ct. 363, that court, among 
other things, said: 

“It may be assumed, as found by 
the Board, that in prior years the 
company charged excessive amounts 
to depreciation expense and so cre- 
ated in the reserve account balances 
greater than required adequately to 
maintain the property. It remains to 
be considered whether the company 
may be compelled to apply any part 
of the property or money represented 
by such balances to overcome deficits 
in present or future earnings and to 
sustain rates which otherwise could 
not be sustained. 

“The just compensation  safe- 
guarded to the utility by the Four- 
teenth Amendment is a reasonable re- 
turn on the value of the property used 
at the time it is being used for the 
public service. And rates not suffi- 
cient to yield that return are confisca- 
tory. (Citing cases.) The 
revenue paid by the customers for 
service belongs to the company. The 
amount, if any, remaining after pay- 
ing taxes and operating expenses, in- 
cluding the expense of depreciation, 
is the company’s compensation for the 
use of its property. If there is no re- 
turn, or if the amount is less than a 
reasonable return, the company must 
bear the loss. Past losses cannot be 
used to enhance the value of the 
property or to support a claim that 
tates for the future are confiscatory. 
(Citing cases.) And the law does 
not require the company to give up 
for the benefit of future subscribers 
any part of its accumulations from 
past operations. Profits of the past 
cannot be used to sustain confiscatory 
tates for the future. (Citing cases. )” 
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The opinion in this case concludes 
as follows: 

“Customers pay for service, not for 
the property used to render it. Their 
payments are not contributions to de- 
preciation or other operating ex- 
penses, or to capital of the company. 
By paying bills for service they do not 
acquire any interest, legal or equita- 
ble, in the property used for their 
convenience or in the funds of the 
company. Property paid for out of 
moneys received for service belongs 
to the company, just as does that 
purchased out of proceeds of its 
bonds and stock. It is conceded that 
the exchange rates complained of are 
not sufficient to yield a just return 
after paying taxes and operating ex- 
penses, including a proper allowance 
for current depreciation. The prop- 
erty or money of the company repre- 
sented by the credit balance in the re- 
serve for depreciation cannot be used 
to make up the deficiency.” 

In the instant case it was the duty 
of the company to adequately main- 
tain its property so that efficient serv- 
ice might be rendered to its customers. 
Evidently the amounts transferred 
from the depreciation reserve were 
not needed for that purpose. We say 
this because on the record before us 
we must assume that the company 
properly maintained its property and 
rendered efficient service, because 
there was no showing to the contrary, 
and no complaint made as to the con- 
dition of the property or the character 
of service rendered during the time in 
question. In this situation any 
amount remaining in the depreciation 
reserve belongs to the company. The 
company cannot be forced to leave its 
own funds in the depreciation re- 


16 P.U.R.(N.S.) 
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serve for the benefit of future cus- 
tomers, who are themselves supposed 
to pay a rate for service sufficient to 
cover depreciation, cost of operation, 
and a fair return to the company dur- 
ing the time they are served. 

The Commission contends that the 
company had no authority to with- 
draw any funds from the depreci- 
ation reserve without the consent of 
the Commission, or expend any part 
thereof for any purpose except as 
prescribed by the Commission. That 
would be true, if the Commission had 
exercised its regulatory powers, and 
by order required the company to car- 
ry a depreciation reserve, and fixed 
the amount thereof. But since the 
Commission never attempted to regu- 
late the depreciation reserve, and by 
its inaction left that question to the 
judgment of the company, it cannot 


years afterward by a retroactive or- 
der undo what the company has done 


in the past. If, and when, the Com- 
mission decides to fix and regulate 
the depreciation reserve of the com- 
pany, it must accept the property and 
funds of the company in the condition 
in which it finds them at that time, 
and make regulations for the future. 
The statute is prospective in its oper- 
ation and not retroactive. 

The Commission contends that in- 
dependent of the Public Service Com- 
mission Act it was the duty of the 
company to carry a depreciation re- 
serve. Knoxville v. Knoxville Water 
Co. (1909) 212 U. S. 1, 53 L. ed. 
371, 29 S. Ct. 148, is cited in support 
of this contention. The cited case 
does not support the Commission’s 
contention, but we need not discuss 
that question because there was no 
showing or finding that the company 
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did not carry an adequate and proper 
depreciation reserve. It is conceded 
there was $1,226,000 left in the de. 
preciation reserve after the transfers 
were made from that account. More- 
over it does not appear that there was 
any complaint of the condition of the 
company’s property or the character 
of the service rendered during the 
times in question. In that situation 
we must presume that the company 
adequately maintained its property. 
At the conclusion of the hearing the 
Commission did not fix the value of 
the property. Concerning the depre- 
ciation reserve, it made the following 
finding : 

“We are unable to determine wheth- 
er or not excessive accruals actually 
had been placed in the reserve or 
whether the reserve shown in the 
books is adequate or inadequate for 
the company’s needs.” (10 P.U.R. 
(N.S.) at p. 316.) 

[5] If the Commission had regula- 
tory control over the fund voluntarily 
created by the company, which in our 
judgment it did not have, still the or- 
der would be void because the findings 
made by the Commission would not 
support it. Conceding, for the sake 
of argument only, that the Commis- 
sion had authority to require any part 
of the fund in question to be replaced 
in the depreciation reserve, certainly 
it could only require such amount 
thereof to be replaced as would make 
the depreciation reserve adequate for 
the needs of the company. In face 
of the statement in the Commission's 
order that it could not determine 
whether the reserve shown in the 
books was adequate or inadequate for 
the needs of the company, there was 
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no basis for an order requiring the 
company to place additional funds 
therein. 

[6] Certain rules of the Commis- 
sion are invoked in support of its con- 
tentions. The source of the Commis- 
sion’s power is the statute and not its 
own rules. Since the Commission 
had no statutory authority to make 
the order in question, no purpose 
would be served in discussing the 


company, and criticizes the methods 
used in the acquisition of its proper- 
ties and the manner in which it has 
conducted its business. Whether the 
Commission was right or wrong in 
such criticism has nothing to do with 
the statutory authority of the Com- 
mission to make the order in question, 
and for that reason we will not bur- 
den this opinion with a discussion of 
that part of the report. 


For the reasons stated, the judg- 
ment of the circuit court affirming the 
order of the Commission should be 
reversed. It is so ordered. 


provisions of the rules of the Com- 
mission. 

The report and order of the Com- 
mission reviews the history of the 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Cabot Gas Corporation 


[Case No. 8864.] 


Certificates of convenience and necessity, § 104 — Natural gas pipe line — In- 
dustrial service. 

Authority should be granted to a natural gas company to construct a pipe 
line from gas fields near the state line and over the line in an adjoining 
state to furnish industrial gas service to manufacturing plants, a natural gas 
utility, and domestic customers along the line, notwithstanding possible 
waste of natural resources, displacement of the use of coal to the detriment 
of railroad and coal companies, and objections by gas utilities in the terri- 
tory, where, because of lack of Commission jurisdiction to conserve natural 
gas resources, there is no assurance that denial of authority would conserve 
the gas supply and any attempted protection of any industry or of any 
area would be either ineffectual or would merely transfer the effect else- 
where until a broad scheme of conservation is adopted. 


Conservation, § 1 — Natural gas. 
Discussion of the conservation of natural gas resources, p. 445. 
Conservation, § 3 — Powers of Commission. 
Discussion of the lack of New York Commission authority to determine 
how natural gas resources shall be developed, p. 446. 
Monopoly and competition, § 3 — Natural gas and other fuels — Conservation. 
Discussion of public policy involved in permitting owners of extensive 
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natural gas leaseholds and wells to dissipate these resources by selling them 
to large industrial concerns for cheap fuel purposes at low competitive 
prices which displace coal and at the same time deprive railroads of a 
large source of freight revenue, p. 473. 


(Lunn, Commissioner, concurs in separate opinion; 
Burritt, Commissioner, dissents. ) 


[September 23, 1936.] 


er by a gas company for authority to construct a 
natural gas plant and exercise franchises in certain towns; 
petition granted. 


¥ 


APPEARANCES: For the Cabot Gas by Chauncey P. Williams, New York 
Corporation: Fred C. Fernald, Bos- city. 
ton, Mass.; Oviatt, Gilman, O’Brien For Pittsburgh Coal Co., Inc.: 
& Barnsdale, Rochester ; Griggs, Bald- John E. Connor, Mount Morris; 0. 
win & Baldwin, by Colonel Charles K. Price, Pittsburgh, Pa. 
G. Blakeslee, New York city; Willard For General Coal Company: Kil- 
F. Hine, Engineer, New York city. leen & Sweeney, by Henry W. Killeen, 
For Pavilion Natural Gas Compa- and C. R. Sweeney, Buffalo. 


ny: Chas. F. Fundinger, Vice Presi- For Rochester & Pittsburgh Coal 
dent, Geneseo. Company: Charles O’Neill, New 


For Rochester Gas & Electric Cor- Y0rk city. 


poration: Whitman, Dey & Nier, by For North American Coal Corpora- 

Earl L. Dey, Rochester; Wm. L. 408: H. P. Barnes, Buffalo. 

Wherry, New York city. For Anthracite Institute, New York 
For Republic Light, Heat & Power city: Walter Gordon Merritt, New 


, York city; John W. Simpson, 24, 
Compeny: joss Howell, Baltale. New York city; Norman F. Patton, 


F or Empire Gas & Fuel Co, Ltd.: New York city; and also for New 
Ellis J. Hopkins, Wellsville. York State Retail Solid Fuel Mer- 
For Producers Gas Co. and Bel- chants Ass'n, Albany, and for Roches- 
mont Quadrangle Drilling Corpora- ter Coal Merchants Association. 
tion: Quigley & Vedder, by Earl C. For Delaware, Lackawanna & 
Vedder, Olean. Western Railroad Company: Locke, 
For Empire Gas & Electric Com- Babcock, Hollister & Brown, by Evan 
pany, Elmira Light, Heat & Power Hollister, Buffalo. 
Company, Tri-County Natural Gas = For Lehigh Valley Railroad Com- 
Company, New York State Electric & pany: Kenefick, Cooke, Mitchell, 
Gas Corporation, Caledonia Natural Bass & Letchworth, by William P. 
Gas Company, New York Central Stewart, Buffalo. 
Electric Corporation: E. B. Naylon, For Pennsylvania Railroad Com- 
New York city. pany: Frank Rumsey and Percy R. 
For Syracuse Lighting Company: Smith, Buffalo. 
LeBoeuf, Winston, Machold & Lamb, For Erie Railroad Company: J. P 
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Canny, Cleveland Ohio; Moot, 
Sprague, Marcy, Carr & Gulick, Buf- 
falo. 

For New York Central Railroad 
Company : Harris, Beach, Folger 
Bacon & Keating, by Paul Folger, 
Rochester. 

For Baltimore & Ohio Railroad 
Company: Charles R. Webber, Gen- 
eral Attorney, Baltimore, Md.; H. O. 
Bias, Traveling Coal Freight Agent, 
Buffalo. 

For Pittsburg, Shawmut & North- 
ern Railroad Company: P. B. Mc- 
Bride, Assistant to Receiver, St. 
Mary’s, Pa. 

For the city of Elmira: George 
G. Reynolds, Corporation Counsel 
for the city of Elmira, Elmira, and 
for the city of Ithaca. 

For city of Auburn: L. N. Drum- 
mond, Corporation Counsel for the 
city of Auburn, Auburn. 

For the city of Hornell: Leon F. 
| Wheatley, Mayor of the city of Hor- 
nell, Hornell (by letter). 

For the Public Service Commis- 
sion: Sherman C. Ward, Assistant 
Counsel, Public Service Commission, 
Albany. 


Ma.tBiz, Chairman: Commission- 
er Burritt has summarized the facts 
and presented very effectively the 
reasons why in his opinion the 
application in this case should be 
denied. He views the case from 
a broad, fundamental standpoint. 
It is natural that anyone familiar 
s with the history of the natural gas 
industry in this country and the 
wasteful prodigality which has at- 
tended its operations should wish to 
conserve this natural resource and do 
everything in his power to see that it 
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is utilized to the greatest advantage of 
the public in the future as well as at 
present. We have seen our natural 
resources wasted and destroyed be- 
cause uncontrolled and unregulated 
“individual initiative’ has disregarded 
future well-being in the effort to build 
up enormous personal fortunes. 
There is probably no industry or nat- 
ural resource in which the utter fail- 
ure of unrestrained individual enter- 
prise operating under the laissez faire 
banner has been more completely dem- 
onstrated than in the natural gas in- 
dustry. 

There can be but one opinion among 
those who believe in the conservation 
of natural resources. They should be 
developed not to benefit a few indi- 
viduals but in the interests of public 
welfare present and future. Our nat- 


ural gas resources ought to be con- 
served and there is probably no field 


where the Federal government acting 
in the interests of the entire country 
and to protect the welfare of the fu- 
ture could accomplish more than in the 
natural gas industry. From a conser- 
vation viewpoint, I thoroughly agree 
with Commissioner Burritt, and if I 
could see how a denial of the present 
petition would work to this end, I 
would vote to refuse the application; 
but will such denial produce the de- 
sired results? 

The field from which gas is to be 
taken by the petitioner is in northern 
Pennsylvania and southern New 
York. Apparently, far more of the 
gas will come from Pennsylvania than 
from New York and over the extrac- 
tion of gas in the state of Pennsyl- 
vania, this Commission has practically 
no control. It is possible for Pennsyl- 
vania companies to take all of the gas 
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from this field unless the New York 
companies remove the gas before the 
field is exhausted. 

Further, the Public Service Com- 
mission has been given no adequate 
authority to determine how the natu- 
ral gas resources of this state, to say 
nothing of the resources of Pennsyl- 
vania, shall be developed. We have 
no powers directly to control the 
amount of gas that is taken from any 
field and our indirect powers are so 
limited that it is doubtful if much 
could be accomplished. The state of 
New York receives far more gas from 
sources located beyond its boundaries 
than it exports to any adjoining state 
and the conservation of natural gas 
resources in the various states cannot 
be properly brought about except 
through voluntary action of the states 
or by the Federal government. Nei- 
ther one is yet operative and while at- 
tention has been given to electric in- 
terstate commerce, no effective steps 
have been taken to conserve or regu- 
late the distribution of natural gas, 
where it is so urgently needed. 

In view of the lack of authority con- 
ferred upon this Commission to con- 
serve natural resources, the question 
becomes primarily what will be gained 
to consumers in the state of New York 
if the petition is denied. It is stated 
that about 80 or 90 per cent of the 
gas furnished by the petitioner will 
be used for industrial purposes and 
that only from 10 to 20 per cent will 
go to the general public, the inference 
being that the saving to the companies 
purchasing the gas will go to enrich a 
few stockholders. Let us assume such 
are the facts. Who will gain if those 
benefited by the petition are deprived 
of their profits or advantages by a de- 


nial of the petition? This Commis. 
sion does not control the use that will 
be made of the gas from the field 
tapped by the petitioner. There are 
many other companies tapping the 
supply and we have no means of de- 
termining where, when, or to whom 
the gas will be sold. If restriction js 
imposed on the use of it in New York, 
it may go to Pennsylvania; and if the 
petitioner is not allowed to supply the 
areas which it is proposed to serve, the 
gas will go to other areas and there 
is no assurance that it will be used any 
more beneficially from a public view- 
point than it will be if the petition is 
granted. 

As stated, I am heartily in favor of 
the conservation of natural gas as well 
as other natural resources ; but in this 
specific case, will the granting or the 
denial of the petition work to the bene- 
fit of the people of New York? The 
benefit to the area to be supplied by 
the petitioner is definite, it is known, 
it is sure. But if the petition is de- 
nied, who will be benefited? There is 
no assurance upon this point. The an- 
swer is speculative and _ uncertain. 
There is nothing to assure us that the 
denial of the petition would conserve 
the gas supply. Is it not likely that 
the benefits would merely be diverted 
from one group or one locality to an- 
other ? 

There are many other subsidiary 
questions and elements which one 
might consider, such as the effects up- 
on the coal companies, other utilities 
and particularly the Rochester Gas 
and Electric Company; but again, | 
see no way whereby the denial of the 
petition would ultimately work to con- 
serve the coal supply or to the advan- 
tage of gas consumers in Rochester. 
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The gas in the field tapped by the pe- 
titioner will be used and wherever used 
it will naturally take the place of other 
fuel. Any attempted protection of 
any industry or of any area will ei- 
ther be ineffectual or merely transfer 
the effect elsewhere until a broad 
scheme of conservation is adopted. 

Commissioner Lunn concurs filing 
memorandum dated September 15, 
1936: Commissioner Brewster con- 
curs. 


Lunn, Commissioner, concurring : 
The question before the Commission 
for determination in this case is 
whether public convenience or neces- 
sity requires the construction of this 
gas line. Commissioner Burritt has 


set forth the facts in his memorandum 
and, based upon those facts, it is my 
judgment that a certificate should be 
issued to the petitioner. 


The Pavilion Natural Gas Com- 
pany, serving approximately 5,000 do- 
mestic consumers, requires this gas to 
reduce its production costs, and Com- 
missioner Burritt concedes that the 
supplying of gas by petitioner to this 
distributing company would be in the 
public interest. 

The Eastman Kodak Company re- 
quires this gas to reduce its operating 
costs. Gas should be conserved and 
used first for supplying the needs of 
domestic consumers, but it cannot be 
said that the use of gas to supply in- 
dustrial needs which in turn supply 
employment to labor is not in the pub- 
lic interest provided the domestic con- 
sumer is not injured thereby. 

Commissioner Burritt’s judgment 
that the petition should not be granted 
is based upon his belief that natural 
gas from the New York and Pennsyl- 
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vania fields should be conserved for 
the use of domestic consumers and 
should not be sold in such large quan- 
tities for low grade use as boiler fuel 
in industrial plants. I am in hearty 
accord with this desire, but I know of 
no way that this Commission can re- 
serve the gas in the Pennsylvania 
fields for the sole use of domestic con- 
sumers or how we can prevent its be- 
ing withdrawn by owners of gas well 
properties located in that state and 
sold for industrial use. 

Natural gas, unlike solids, will not 
remain in the possession of the owner 
of the gas rights. If the adjoining 
owner or lessor drills and strikes gas, 
he can and will draw gas from the ad- 
joining property. When one owner 
or lessor of gas rights strikes gas the 
adjoining owner must protect his 
property by offset wells. Gas storage 
is expensive, and when competition 
once starts to secure the available gas, 
an outlet for the production is bound 
to be found. 

The New York Commission has no 
jurisdiction or control over the gas in 
the Pennsylvania fields and we can- 
not, by our decision in this case, im- 
pound it for domestic consumers in 
New York state. 

Commissioner Burritt has set forth 
the testimony as to the known gas re- 
serves in the fields from which it is 
proposed to draw gas to supply the 
Cabot Gas Corporation customers. He 
comes to the conclusion that known 
gas reserves are required to supply the 
future needs of domestic consumers. 
This may be true if no new fields are 
discovered. But can we, based upon 
past history and experience of natural 
gas production, conclude that new 
sources of supply will not be discov- 
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ered and developed? Even upon the 
testimony in the present case as to 
known reserves there is sufficient gas 
to supply all needs, including the East- 
man Kodak Company contract, for 
more than five years and domestic con- 
sumers for years thereafter. 

We can, by refusal to grant this 
petition, prevent the Cabot Gas Cor- 
poration from supplying the Eastman 
Kodak Company with gas for boiler 
fuel and the Pavilion Company with 
gas for domestic use, but we cannot 
thereby prevent others from with- 
drawing this gas for industrial sales 
and, in my judgment, that is likely to 
be the result. 

I believe that sufficient basis has 
been shown in the record to justify 
and call for the issuing of a certificate 
of convenience and necessity, and I so 
recommend, 


BuRRITT, Commissioner, dissent- 
ing: ‘This is a proposal to bring nat- 
ural gas from Pennsylvania and south- 
ern New York in a 14-inch pipe line, 
92 miles, through four western New 
York counties, to, but not into, the 
city of Rochester. It is intended pri- 
marily to supply industrial customers 
with natural gas, but it is also pro- 
posed to sell gas to domestic users in 
about half of the townships through 
which the line passes. 

The granting of the petition is op- 
posed by the Rochester Gas and Elec- 
tric Corporation which fears present 
or eventual competition with its busi- 
ness in the city of Rochester and vi- 
cinity; by the coal companies whose 
business it is claimed will be injured 
by the introduction of a cheaper com- 
petitive fuel; and by the railroads 
which haul the coal which would prob- 


ably be displaced to the extent of about 
225,000 tons, under the contracts and 
proposals herein. 

Seven full days of hearings were 
held at Buffalo on July 2nd and 3rd, 
on July 22nd, 23rd, and 24th, and 
August 3rd and 4th. The wide im- 
portance attached to the application 
and the extent of the opposition is in- 
dicated by the appearances and by the 
1,712 pages of testimony, about 
equally divided between petitioner and 
opponents. Petitioner has presented 
twenty-three witnesses and 46 exhib- 
its, of which 31 were received in evi- 
dence, in support of its application. 
On behalf of opponents seventeen wit- 
nesses testified and 45 exhibits were 
presented, of which 43 were received. 
Briefs were filed by the petitioner, 
Rochester Gas and Electric Corpora- 
tion, Producers Gas Company, Gen- 
eral Coal Company, seven railroads, 
and the three coal associations, on Au- 
gust Sth. Brief for the Pittsburgh 
Coal Company was not received until 
August 7th. 

The petitioner, Cabot Gas Corpora- 
tion, is a domestic corporation, incor- 
porated under the Transportation 
Corporations Law on February 4, 
1936. The purposes for which it was 
organized are, “to manufacture, to 
produce or otherwise acquire, and to 
supply for public use artificial or nat- 
ural gas, or a mixture of both gases 
for light, heat, or power and for light- 
ing the streets and public or private 
buildings of cities, villages, and towns 
in this state.” Its principal office is 
in the city of Olean, Cattaraugus coun- 
ty, and a copy of its certificate has 
been filed in the office of the county 
clerk of that county. The authorized 
capital stock of the corporation is 
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$25,000, consisting of 250 shares of 
$100 par value each share. Its parent 
company is Godfrey L. Cabot, Inc., a 
Massachusetts corporation, which pro- 
poses to take all the securities which 
may be issued by the petitioner, so 
that none are to be sold tw the public 
(S. M. 191). 

The Godfrey L. Cabot corporation 
is said to have begun business in 
Pennsylvania in 1882 as a manufac- 
turer of carbon black, which involves 
the production or purchase of natural 
gas. In 1900, the company built cer- 
tain factories in West Virginia and 
later in Texas and Oklahoma. It is 
claimed to have become the third larg- 
est manufacturer of carbon black in 
the world. It is a large producer of 
natural gas, particularly in West Vir- 
ginia, where it serves domestic, in- 
dustrial, and wholesale customers. 
This company’s business is said to be 
about equally divided between carbon 
black and natural gas, the former be- 
ing somewhat greater. Mr. Cabot, 
the principal owner (all of the com- 
pany’s stock is owned by him and 
members of his immediate family) 
testified that he had been engaged in 
the natural gas business in one form 
or another for about fifty-three years. 

The obvious motive behind this ap- 
plication is to find a suitable large 
and immediate market for the gas 
which the parent company of the pe- 
titioner has available from its leased 
acreage and gas wells in Pennsylvania 
and southern New York. The spon- 
sor of the applicant, Godfrey L. Ca- 
bot, Inc., has 67,000 acres of leased 
land from which the daily open flow 
of gas is said to be 100,000,000 cubic 
feet. As stated by Mr. Cabot, the 
particular route of the proposed pipe 
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line was chosen for the following 
reasons : 

“First, because there was no other 
route running away from the fields of 
Potter and Tioga counties, and Alle- 
gany county, New York, that had so 
large an area that had absolutely no 
service of natural gas. Second, I was 


carrying gas over a region where coal 
was cheap, to a region where coal was 
less cheap. Third, because I was car- 
rying gas through a community which 
any person passing through it by au- 
tomobile could see was thrifty and 
fairly populous, and many industries. 


The purpose of the application, 
therefore, though primarily to find a 
market for the gas owned by the in- 
terests controlling petitioner, is also to 
serve the territory with natural gas. 
Some of this territory now has no sup- 
ply and some of it has an inadequate 
supply of this commodity. Mr. Cabot 
repeatedly stated that his company 
does not desire to distribute gas in ter- 
ritory where other public utilities are 
now serving, but to codperate with 
these utilities by providing a cheap 
supply of gas to serve domestic con- 
sumers (S. M. 174, 177, 222, 239, 
302, 859). 


Local Consents 


Local consents or franchises have 
been granted to the petitioner by nine- 
teen towns in the four counties of Al- 
legany, Wyoming, Livingston, and 
Monroe, through which it is proposed 
to construct a gas transmission line 
extending from the Pennsylvania state 
line in the town of Willing, Allegany 
county, to or adjacent to the western 
boundary line of the city of Roches- 
ter and the easterly line of the town 
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of Greece, Monroe county. The Ko- 
dak Park Works of the Eastman Ko- 
dak Company, where its principal 
manufacturing business is carried on, 
is located here, partially in the town of 
Greece and partially in the city of 
Rochester. 

Although the proposed line passes 
near several sizable villages, it goes 
through none of them, and the peti- 
tioner has franchises in no villages. 
It is proposed to distribute and sell in 
eight of the towns through which the 
transmission line will pass, namely, 
Amity, Allen, Granger, and Hume, in 
Allegany county; Wheatland, Chili, 
Gates, and Greece, in the county of 
Monroe. In the other eleven towns, 
namely, Willing, Alma, Wellsville, 
Scio, and Angelica, in the county of 
Allegany; Genesee Falls, Castile, 


Perry, Covington, in the county of 
Wyoming; and York and Caledonia in 


the county of Livingston, the fran- 
chises provide for transmission only. 
A brief description of the franchises 
granted by these several towns, begin- 
ning at the northern end of the line, 
follows: 

Town of Greece, Monroe county. 
Franchise granted June 3, 1936, gives 
permission to lay conductors for gas 
in the streets, highways, and public 
places of the town and to transport 
gas and to sell and deliver gas to any 
person or corporation. Besides the 
customary conditions as to the meth- 
od of laying the mains, the franchise 
contains the further condition that the 
gas company, if permitted by the Pub- 
lic Service Commission, shall extend 
its mains to serve two or more cus- 
tomers on a single line to an average 
distance of 200 feet per customer, and 
shall sell gas for domestic tise at rates 
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equally favorable as the rates of other 
companies serving gas in such town, 
and shall sell gas from its high pres- 
sure main to single domestic consum- 
ers under such rules as the Public 
Service Commission may provide; 
provided, however, that the gas com- 
pany shall not be required to duplicate 
the facilities to serve domestic con- 
sumers of the service of the company 
now serving the town where adequate 
service is provided. 

Town of Gates, Monroe County. 
Franchise granted June 8, 1936, au- 
thorizes both the transmission and sale 
of gas under conditions similar to 
those contained in the franchise grant- 
ed by the town of Greece. 

Town of Chili, Monroe county. 
l'ranchise granted June 15, 1936, au- 
thorizes only the laying of conductors 
in the streets and public places of the 
town and the transporting of gas in 
such conductors, but it contains a con- 
dition to the effect that if permission 
be given by the Public Service Com- 
mission, it will serve gas to domestic 
consumers. 

Town of Wheatland, Monroe coun- 
ty. Franchise granted June 2, 1936, 
authorizes the transportation and sale 
of gas in the town and contains simi- 
lar conditions to those contained in the 
franchise from the town of Greece. 

Town of Caledonia, Livingston 
county. Franchise granted June 1, 
1936, authorizes only the transmis- 
sion of gas through the town and con- 
tains customary conditions as to the 
method of construction. 

Town of York, Livingston coun- 
ty. Franchise granted May 26, 1936, 
authorizes only the transmission of 
gas and contains customary conditions 
as to construction. 
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Town of Covington, Wyoming 
county. Franchise granted May 18, 
1936, authorizes only the transmission 
of gas. 

Town of Perry, Wyoming county. 
Franchise granted May 11, 1936, cov- 
ers only the transmission of gas. 

Town of Castile, Wyoming county. 
Franchise granted May 19, 1936, cov- 
ers only the transportation of gas. 

Town of Genesee Falls, Wyoming 
county. This franchise granted May 
20, 1936, covers the transportation of 
gas only. 

Town of Hume, Allegany county. 
Franchise granted May 10, 1936, cov- 
ers the transportation, sale, and deliv- 
ery of gas for any purpose. 

Town of Granger, Allegany county. 
Franchise granted May 18, 1936, au- 
thorizes both the transportation and 
sale of gas in that town. 


Town of Allen, Allegany county. 
Franchise granted May 26, 1936, au- 
thorizes both the transportation and 
sale of gas. 

Town of Angelica, Allegany coun- 
ty. Franchise granted June 1, 1936, 
authorizes the transportation of gas 
only. 

Town of Amity, Allegany county. 
Franchise granted May 25, 1936, au- 
thorizes both the transportation and 
sale of gas. 

Town of Scio, Allegany county. 
Franchise granted May 23, 1936, au- 
thorizes the transportation of gas only. 

Town of Wellsville, Allegany coun- 
ty. Franchise granted May 8, 1936, 
authorizes the transportation of gas 
only. 


Town of Alma, Allegany county. 
Franchise granted May 18, 1936, au- 
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thorizes the transportation of gas 
only. 

Town of Willing, Allegany county. 
Franchise granted April 29, 1936, cov- 
ers the transmission of gas only. 


Utilities Affected 


The proposed transmission line 
passes through the franchise territory 
of six operating public utility gas cor- 
porations, beginning at the Pennsyl- 
vania state line, as follows: 

(1) Empire Gas and Fuel Com- 
pany, Limited 

(2) Producers Gas Company 

(3) Iroquois Gas Corporation 

(4) The Pavilion Natural 
Company 

(5) Tri-County Natural Gas Com- 
pany 

(6) Rochester Gas and Electric 
Corporation 

(1) Empire Gas and Fuel Com- 
pany, Limited, has franchises in the 
towns of Willing, Alma, Wellsville, 
and Scio, Wyoming county (Exhibit 
30). However, since all of the fran- 
chises granted by this town to petition- 
er Cabot Gas Corporation are for 
transmission only, this corporation 
raised no objection to the granting of 
the petition. 

(2) Producers Gas Company has a 
franchise in two of the towns through 
which the petitioner’s transmission 
line will pass, namely, Amity and An- 
gelica, Allegany county, and serves 
natural gas there. The Cabot Gas 
Corporation proposes to serve a large 
industrial customer in Amity, to which 
the Producers Gas Company objects. 

(3) Iroquois Gas Corporation has 
franchises in the towns of Castile and 
Genesee Falls, Wyoming county. One 
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of its principal transmision lines, 
namely that in the Wayne-Dundee 
field, passes through these towns. It 
appeared at the hearing but raised no 
objection to the granting of the peti- 
tion. 

(4) Pavilion Natural Gas Com- 
pany serves generally in Genesee and 
northern Wyoming counties. It has 
franchises in the towns of Perry, Cov- 
ington, and York, where it serves 
mixed gas. 

As will later appear, this corpora- 
tion has made a contract with peti- 
tioner Cabot Gas Corporation for a 
supplemental supply of natural gas. 
This will be discussed in connection 
with this contract. 

(5) Tri-County Natural Gas Com- 
pany has a franchise in the town 
of Wheatland, Monroe county, and 
serves gas there. This company is 
controlled and supervised by the 
Rochester Gas and Electric Corpora- 
tion (S. M. 772). 

(6) Rochester Gas and Electric 
Corporation has franchises and serves 
manufactured gas in portions of the 
towns of Greece and Gates. It also 
has franchises in the towns of Wheat- 
land, Ogden, and Caledonia, where it 
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serves electricity but not gas. It ap. 
peared at the hearing and offered the 
principal opposition to the granting of 
the petition, as will later appear. 


Financial Responsibility 


Cabot Gas Corporation is a wholly 
owned subsidiary of Godfrey L. Ca- 
bot, Inc., which guarantees the finan- 
cial responsibility of Cabot Gas Cor- 
poration. As yet the subsidiary com- 
pany is merely a legal entity which 
owns little or no , -operty, pending the 
authority asked for in this petition 
(S. M. 288-9). Since no balance 
sheet is yet available for this petition- 
er company, the parent, Godfrey L. 
Cabot, Inc., submitted balance sheets 
(Exhibits 3 and 4). The first of 
these, as of September 30, 1935 (Ex- 
hibit 3), was prepared by the com- 
pany’s auditing firm, Lybrand, Ross 
Brothers & Montgomery. The second 
(Exhibit 4) was prepared by the com- 
pany’s chief accountant, who appeared 
as a witness and explained the various 
items, and brings the balances in the 
various accounts down to December 
31, 1935. A condensed summary of 
Exhibit 4 follows: 
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GODFREY L. CABOT, INC. 
Balance SHEET AS AT Decemser 31, 1935 


$80,352.38 

Marketable securities at cost (aggregate market quotations at 
Dec. 31, 1935, $3,954,000) 2,398,401.74 
Notes and accounts receivable 1,529,847.75 
Advances to consignors, affiliated companies 996,359.94 
Other current assets including inventories 773,715.70 


Total Current Assets ....... pidebetiudsss deseh ck 0ccnennebatasensaones $5,778,677.51 
Investments at cost: 
Common stocks of affiliated companies $2,790,887.26 
Other investments 133,191.80 
————._ 2, 924,079.06 
Notes receivable (affiliated companies) 227,500.00 
Other miscellaneous assets 278,371.00 
Gas and oil properties and equipment: 
$74,545.47 
$1,701,373.68 
1,135,182.13 


———._ 566,191.55 
All other (wells, pipe lines, equipment, etc.) $5,380,482.41 
Less allowance for depreciation 3,446,522.54 1,933,959.87 2,574,696.89 


Total ASG <cccicsvecevecesnessicdscscosscsedvovestcdeeveddeusoeuese $11,783,324.46 


Liabilities 





Current : 
Notes payable to affiliated companies $371,121.57 
Accounts payable 542,799.28 
Customers’ deposits—Gas accounts ........... oe Ce re ane 20,173.80 
Advances from consignees 1,511,268.72 
Accrued taxes (W. Va.) 34,386.02 
Provision for Federal and Massachusetts taxes 162,078.53 


Total Current Liabilities $2,641,827.92 
Deferred profit from sale of gas and oil properties in notes receivable 475,720.14 
Capital stock and surplus: 


Common stock, 1,600 shares without par value, authorized and 

issued $3,285,075.20 
Earned surplus—Surplus as per books 4,511,202.80 
Development costs less accrued depreciation not included in net 

assets in the books (A) 600,641.18 
Excess of deferred profit in the books over amount in this state- 

ment on account of development costs written off in books prior 

to sale of property 268,857.22 


Total capital stock and surplus 8,665,776.40 
TOR LAO occ ossdecnesvecssetes sdadedeseuebectes itis an daleeeeie $11,783,324.46 


_ Nore A.—Expenditures for gas and oil well development in use at December 31, 1935, are 
included among the assets herein at cost, $1,827,319.66, less an adequate allowance for accrued 
depreciation, $1,226,678.48, or a net amount of $600,641.18 which does not appear among net 
assets in the books of account because it has been written off as an expense in accordance 
with the procedure under Federal income tax regulations. 

Mr. James S. Kennedy, chief ac- to Godfrey L. Cabot, Inc., at par val- 
countant for Godfrey L. Cabot, Inc., ue of the stock of subsidiaries, the 
testified (S. M. 97-9) that the item, majority of which were carbon black 
Common stocks of affiliated compa- manufacturing companies with plants 
nes—$2,790,887.26, represented cost located in Texas and Oklahoma. It 
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included the stock of the Wack Com- 
pany, a distributor of natural gas in 
West Virginia, but did not include the 
stock of Cabot Gas Corporation, the 
petitioner in this proceeding, as no 
stock had been issued by that corpora- 
tion as yet. 

Gas and oil properties and equip- 
ment owned by Godfrey L. Cabot, 
Inc., as at December 31, 1935, are 
shown in the balance sheet (Exhibit 
4) at cost with deductions for deple- 
tion and depreciation. At that date 
cost less allowances for depletion 
and depreciation was $2,574,696.89. 
These properties are located in New 
York, Pennsylvania, and West Vir- 
ginia, but mostly in West Virginia 
(S.M. 1123). At the request of 
opponents the witness prepared and 
submitted a statement showing the 
cost of the properties located in New 
York and Pennsylvania at both 
December 31, 1935, and June 30, 
1936 (Exhibit 55). The following 
table shows the investment at cost 
without deductions for depletion and 
depreciation at June 30, 1936: 


New York Pennsylvania 

Leaseholds and min- 

eral rights $96,018.09 $30,834.06 
Gas and oil well con- 
struction and equip- 

76,301.27 


138,197.58 
96,862.7 


Machinery and equip- 
ment 
1,136.68 3,045.77 
$212,626.53 $275,851.07 
The comparable totals at December 
31, 1935, were $169,941.14 and 
$124,080 for the properties locat- 
ed in New York and Pennsylvania, 
respectively. 





Probable Cost and Earnings of Line 
Mr. Burdette, a construction super- 
16 P.U.R.(N.S.) 


intendent for Godfrey L. Cabot, Inc. 
with considerable experience in sim. 
ilar work, appearing as a witness for 
the petitioner, estimated the cost of 
construction of the 92 miles of 14 
inch pipe line from the state line to 
the Rochester city line at $16,500 per 
mile, or a total of $1,518,000. The 
basis of this estimate in unit costs was 
set forth in Exhibit 2, and in his tes- 
timony (S.M. 35-6), which was as 
follows: 


A. Cost of the pipe was $186.39 
per hundred feet; couplings, $14.20 
per hundred feet; cost of right of 
way, $6 per hundred feet; estimated 
cost of all labor for constructing 
lines, $75 per hundred feet. I took 
10 per cent of the total cost of the 
figures, which I have just read, and 
which equals $28.16 per hundred 
feet, for overhead, making a total 
cost of—per hundred feet line, of 
$309.75, or $16,355 per mile. 

Q. Now, with regard to the figure 
which you used, you rounded it out 
to $16,500? A. That is correct. 


Q. With regard to the prices of 
material, is it your opinion that these 
are fair and reasonable prices, and the 
material may be delivered on the jobat 
that price today? A. That is correct. 

Q. With regard to your price for 
labor, did you submit the figure for 
labor to an operating contractor 
whose business it is to build gas lines? 
A, I have. 


This company estimate was sup- 
ported by a contractor who testified 
that he has been engaged in the busi- 
ness of constructing oil and pipe lines 
for twenty-three years and that he has 
built hundreds of miles of line all 
over the United States, including the 
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100-mile line from the state line to Estimated Income 


Syracuse. He particularly checked The principal sources of income 
the estimate for labor, and testified 4. expected to be from the Eastman 
that a cost Of $16,500 per mile com- ang Pavilion contracts, which togeth- 
plete for this line in this particular er will take 71.2 per cent of the gas 
type of territory was, in his opinion, estimated to be sold and provide 69.8 
reasonable. He had not estimated it per cent of the estimated operating 
in detail for a bid however. revenues. There are four other pos- 
Another witness for the petitioner, sible industrial contracts of some size 
Mr. Willard F. Hine, a public utility not yet negotiated. No estimates are 
engineer, also testified that he had made for sales to and receipts from 
studied the estimate of the costs of jndividual domestic consumers, but a 
this proposed line but made no specific Jarge proportion of the expected sales 
gstimates and that, in his opinion, the to Pavilion Natural Gas Company 
estimates are reasonable and check up _ will go to domestic customers. 
very closely with the cost of transmis- 
sion lines of the same size and general Contract with Eastman Kodak Com- 
character (S.M. 574-5). pany of Rochester. 
On April 7, 1936, Godfrey L. 
Cabot, Inc., entered into a contract 
(Exhibit 5) with Eastman Kodak 
Company for a supply of natural gas 
from its gas wells and gas acreage in 
the southwestern part of New York 
state and the northern part of Penn- 
sylvania. The estimated maximum 
requirements provided for in this 
contract are 1,200,000 cubic feet 
hourly, 25,000,000 cubic feet daily, 
and 5,500,000,000 cubic feet yearly. 
items referred to in the contracts she ges Si Sp awe 9 Reet saan wg 
age : ; less than 1,000 B.T.U. and to be deliv- 
with Eastman Kodak Company and coal 0: 6 eileen 66 Meee 
Pavilion Natural Gas Company, and s £ 40 d P 
spur connections with other industrial pihaocsegy nner Mos Pagers oa 
“espe square inch at a temperature of 60 
customers. A summary from Exhib- a tri 
it 10 follows: ahrenheit and a barometric pressure 
of 29.3. The contract is for a 3-year 
Estimated Investment period from the date on which deliv- 


92 miles @ $16,500 per mile co , H 
plete (state Iine—Kodak Park) $1,518,000 ery of gas is begun. 
Organization expenses By the terms of an agreement (Ex- 


C ic " 
ee hibit 6) dated June 29, 1936, this 


S of line to Pavilion Natural Gas contract was transferred from God- 
a@ 

ae os ae yor hs, soley ' frey L. Cabot, Inc., to Cabot Gas Cor- 

Other spur lines 10,0 poration for a consideration of $1. 

Solel tavestenent $1,738,000 2he agreement provides for the guar- 
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Organization expenses of the peti- 
tioner Cabot Gas Corporation are e¢s- 
timated to be $50,000 made up as fol- 
lows: Engineering, accounting, and 
geological expenses, $15,000: fees 
and taxes, $3,000; legal fees, hear- 
ings, court proceedings, opinions, etc., 
$25,000; and other incidental ex- 
penses, $7,000. Witness Hine gave 
it as his opinion that this estimate 
“ought to be adequate” (S.M. 602). 


Other investment costs are the 
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anty by Godfrey L. Cabot, Inc., of 
the performance of all obligations of 
Cabot Gas Corporation under said 
contract. The price of the gas to be 
furnished under the contract during 
each month is to be based upon the 
average cost per net ton of 2,000 
pounds (f.o.b. cars Rochester, N. Y.) 
of bituminous coal received by Roch- 
ester Gas and Electric Corporation 
for steam generating purposes during 
the previous month, in accordance 
with a table attached to the contract. 
Based on the figures in the table the 
price for the gas would average about 
14 cents per thousand cubic feet 
(13.285 cents at a base price of coal 
between $3.85 and $3.95 per net ton). 


Eastman Kodak Company, vendee, 
proposes to use the natural gas thus 
purchased for the firing of all of its 
present 11 steam power boilers of 
over 200 pounds pressure and for oth- 


er industrial and steam generating 
purposes as far as economically feasi- 
ble, together with incidental uses such 


as laboratories, cafeteria, etc. For 
the latter incidental use Kodak now 
buys manufactured gas from the 
Rochester Gas and Electric Corpora- 
tion, the quantity so bought for the 
twelve months (June, 1935—May, 
1936) being reported as 15,565 
thousand cubic feet, costing $7,962.- 
93, or at a net average rate of 51.2 
cents (Exhibit 24). Vendee agrees 
to equip its plant for the exclusive use 
of such natural gas. It was estimat- 
ed by the general manager of the 
Kodak Park plant, who appeared as a 
witness, that approximately 170,000 
tons of bituminous coal would be re- 
placed by this contract at a saving to 
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the Eastman Company of approxi 
mately $75,000 per year for a period 
of three years (S.M. 153). 

The vendor company agrees to sub- 
stantially reimburse the vendee for the 
expenses of converting its fuel burn- 
ing equipment, estimated at $130,000, 
This will be done in part by a cash 
payment of $65,000, forty days prior 
to the completion of its pipe line, and 
in part by a credit of 5} cents per 
1,000,000 B.T.u. if the delivery of the 
first supply occurs in the winter, on 
all gas delivered between December 
lst and March 31st, inclusive, for five 
months thereafter, and the same 
amount for four months if delivery 
is begun between April Ist and 
November 30th. 

The vendor agrees to complete its 
transmission line ready to deliver gas 
not later than June 1, 1937, “condi- 
tional upon vendor being able to se- 
cure all necessary franchises, rights 
of way, certificates of public con- 
venience, or other permits necessary” 
within six months, and subject to any 
agreed upon extension. For failure 
to carry out its obligations, except 
because of “force majeure” (para- 
graph 13 of contract), the vendor ac- 
cepts liabilities for expenditures of 
vendee on account of this contract, up 
to not exceeding $500,000. 


Contract with Pavilion Natural Gas 

Company. 

On July 2, 1936, Cabot Gas Cor- 
poration entered into a 5-year con- 
tract (Exhibit 7) with the Pavilion 
Natural Gas Company to supply all of 
the Pavilion Company’s requirements 
for natural gas in excess of the 
amount produced by Pavilion’s pres- 
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ent wells. This will enable Pavilion 
to close down its gas manufacturing 
plant and to effect a saving in produc- 
tion costs estimated by President 
White of that company at $10,000 
pr year (S.M. 334), to insure its 
supply of gas, and probably largely to 
increase its business. ‘This contract 
sets forth that when Cabot has se- 
cured the necessary authority and has 
completed its proposed pipe line to 
Rochester, it will construct a branch 
pipe line from its Rochester line to 
Pavilion’s plant at Pavilion, and that 
Cabot and Pavilion will codperate in 
serving gas for fuel to industrial con- 
cerns in Pavilion’s territory. Pavil- 
ion’s maximum requirements for its 
5,000 customers are estimated in the 
contract to be not in excess of 2,000,- 
000 cubic feet per day. The prices 


to be paid by Pavilion for the gas are: 
25 cents per thousand cubic feet for 


the first 181,000,000 cubic feet sold 
during each six months’ period from 
November lst through April 30th; 16 
cents per thousand cubic feet for all 
gas sold in excess of 181,000,000 cu- 
bic feet during each six months’ pe- 
tiod from November Ist through 
April 30th; 25 cents per thousand cu- 
bic feet for the first 92,500,000 cubic 
feet sold during each six months’ peri- 
od from May Ist to October 31st ; and 
16 cents per thousand cubic feet for all 
gas sold in excess of 92,500,000 cubic 
feet during each six months’ period 
from May Ist to October 31st. As 
Pavilion now sells mixed and natural 
gas, it is apparently anticipated that 
it will not be necessary to change its 
equipment (S.M. 335). No provision 
is made in the contract for Cabot to 
pay any such costs. 
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A statement of the company’s esti- 
mated annual operating revenues 
(Exhibit 10) follows: 


Consumption 
M cu. ft. 
Eastman Kodak Company 
(based on coal @ $3.89 
per ton, equals 0.13285) 5,000,000 
Pavilion Natural Gas 
Company 
Other proposed industrial 
contracts (4) 
Other wholesale 


Receipts 


$664,250 
109,975 


247,810 
550,000 88,000 


7,768,500 $1,110,035 

The prices at which it is proposed 
to sell gas to the other industrial users 
range from an average of 14 cents 
per thousand cubic feet for the largest 
to about 16 cents per thousand cubic 
feet for the user with the smallest 
estimated requirements. 

Practically all of the gas purchased 
by Eastman Kodak Company,—lab- 
oratory, cafeteria, and other inciden- 
tal use excepted,—will be used under 
boilers to generate steam. This is 
also true of the other four proposed 
industrial contracts. Mr. Cabot ad- 
mitted that 90 to 95 per cent of the 
initial sales in sight would be used for 
low grade industrial purposes, mostly 
boiler fuel (S.M. 862). The East- 
man contract alone accounts for near- 
ly 65 per cent of the total initial sales. 
Mr. Cabot expects the proportion of 
domestic sales to increase gradually 
over a period of years from 5 or 10 
per cent to perhaps as much as 40 
per cent (S.M. 857). 





Estimated Operating Expenses 

Operating expenses were estimated 
by witness Burdette (S.M. 497) in 
collaboration with other witnesses for 
the company, and are shown in Exhib- 
it 10, as follows: 
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Line operation 

Repairs and maintenance 

Miscellaneous and general 

Amortization (20% based on mini- 
mum life of five years) 

Taxes 

os a gas (7,850,000 M @ 7¢ per 


549,500 
$957,100 


The estimates for line operation, 
repairs and maintenance, and miscel- 
laneous and general, generally were 
considered reasonable by these wit- 
nesses, considering the length of the 
line and the character of service to be 
rendered, although some of them be- 
lieved that the estimate for repairs 
and maintenance was a little high. 

The claim for amortization is based 
on a minimum life of five years and 
“paying out’ in three years; that is, 
the investment in the line would be 
recovered in three years. Witness 
Hine testified that five years would be 
a very short time, and that therefore 
the amortization is undoubtedly a 
high figure (S.M. 577). Mr. Cabot 
testified that the company would have 
at least twenty years to amortize the 
line and probably a great deal more 
than that, but he thought that it 
should get back the cost of the line in 
not less than three years and not more 
than five, depending on the load 
(S.M. 285). 

The $30,000 figure for taxes is 
largely an estimate. The witnesses 
admitted that it was very difficult to 
estimate the amount for taxes, but felt 
that such an allowance based on the 
assumption set forth in Exhibit 10 
would be somewhere within the range. 

The price for gas to be purchased 
by the petitioner from Godfrey L. 
Cabot, Inc., is 7 cents per thousand 
cubic feet, as provided for by con- 
tract made July 21, 1936 (Exhibit 
16 P.U.R.(N.S.) 


28). Clause 6 of that contract reads 
as follows: 

“This contract shall continue for ; 
term of three years from the date 
when deliveries into said line com- 
mence, and shall be renewed from 
time to time with a price adjustment 
based on the field price plus a reason- 
able charge for carrying to the point 
of delivery.” 

Mr. Cabot testified that this 7-cent 
price was fixed by taking into consid- 
eration that Godfrey L. Cabot, Inc, 
was paying 5 cents in the field for 
purchased gas, and that 1 cent per 
thousand cubic feet would be a rea- 
sonable charge for the first few years 
before gas had. to be pumped and an- 
other cent was a reasonable allowance 
for amortization of the necessary pipe 
lines (S.M. 856). Mr. Cabot further 
testified that this 7-cent price would 
not be increased in any event for at 
least three years, and that he thought 
it was a just and reasonable price for 
Godfrey L. Cabot, Inc., to receive for 
the gas at the state line. 

Summarizing the foregoing operat- 
ing income data for this proposed 
project, we have (Exhibit 10) 


$1,110,035 
957,100 


$152,935 


Estimated operating income 
Estimated operating expenses 


Estimated net income 


This is equivalent to 8.8 per cent re- 
turn on the estimated investment of 
$1,738,000. 

This is the petitioner’s claim sup- 
ported by testimony. Although it 
was attacked at several points and 
minor errors in estimating developed, 
it appears to represent substantially 
what might be expected as an operat- 
ing result, allowing for a 5-year amor- 
tization. For example, the income 
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apected to be received from Pavilion 
spears to be much too high. It 
gems probable that taxes, including 
income taxes, would be at least dou- 
ile the estimates. But even after 
naking these and other necessary ad- 
istments, the general result—a sub- 
tantial probable net earning—would 
sot be changed. 


Source of Supply 


The adequacy of the source of sup- 
sly of natural gas, which is generally 
deep well pools in the Oriskany sand 
in southern New York and northern 
Pennsylvania, was the subject of 
much testimony and considerable dif- 
ference of expert opinion of geolo- 
gists and drillers, appearing as wit- 


nesses. Their testimony, and the ex- 


hibits, included rather complete data 
on the geology of the Oriskany gas- 
bearing sands of the region, a review 


of drilling results and experience, and 
expert opinion on gas reserves and 
probable future supply. It substan- 
tially brings down to date the Com- 
mission’s natural gas investigation and 
the report made January 12, 1932. In 
some respects the testimony and ex- 
hibits are even more complete and 
comprehensive than in that investiga- 
tion, due to recent extensive develop- 
ments in the gas fields and the accum- 
ulation of data. 

The petitioner presented three wit- 
nesses, Messrs. Cabot, Whorton, and 
Dixon, all graduate geologists with 
considerable experience in the geology 
of gas and oil-bearing strata, to show 
the location, character, and probable 
supply of gas on which the petitioner 
relies to furnish the gas proposed to 
be transported and. sold. Mr. Cabot 
was his own principal witness. He 
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testified that he has been a student of 
the geology, physics, and chemistry of 
gas for nearly sixty years and that 
he has visited and studied the geology 
of gas fields on four continents and in 
practically all the many fields in the 
United States. He states that he has 
made special studies of Oriskany 
sands in Pennsylvania (S.M. 178) 
and West Virginia. 

Mr. Whorton is a geologist now 
employed by Godfrey L. Cabot, Inc., 
with ten years’ experience in geologi- 
cal field work, locating and studying 
gas-bearing structures. Since 1931 
he has been giving particular atten- 
tion to the structures in which Oris- 
kany sand is found and to the pro- 
duction of gas in those areas. Mr. 
Dixon is a consulting oil and gas en- 
gineer and gelogist, a member of the 
firm of Brokaw, Dixon & McKee of 
New York, which also does engineer- 
ing and construction of pipe lines, 
management, and valuation work. He 
has had sixteen years of experience in 
practically all the gas fields in the 
United States and has made many es- 
timates of gas reserves. He _ has 
worked in most of the gas fields 
where Godfrey L. Cabot, Inc., has 
gas leaseholds and wells. 

In rebuttal, the opposition also 
presented three witnesses, Messrs. 
Fralich, Brewster, and Davis. Mr. 
Fralich is a geologist and petroleum 
engineer and member of Torrey, 
Fralich & Simmons, Ltd., geologists 
and consulting engineers of Bradford, 
Pa. He has made special studies 
on the behavior of fluids in under- 
ground reservoirs for the Bureau of 
Mines and at the Colorado School of 
Mines. Since 1929 he has specialized 
in the Pennsylvania and New York 
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fields and has been extensively en- 
gaged in mapping the surface and 
subsurface geology, estimating the re- 
serves, and otherwise studying the 
factors associated with production of 
Oriskany sand gas in those fields. In 
addition, he has had rather extensive 
experience in making core analyses 
and in conducting seismograph sur- 
veys. 

Mr. Brewster has had experience 
in the natural gas business since 1908 
and has had extensive experience in 
drilling and producing gas and oil 
throughout the United States. Since 
1928 he has been general manager of 
the Belmont Quadrangle Drilling Cor- 
poration, producers of natural gas, 
with considerable acreage and 60 
producing wells in the southern New 
York-northern Pennsylvania region. 
That corporation, he stated, geolo- 
gized and developed the first Oris- 
kany gas field in that region at Dun- 
dee, N. Y., and for the past six years 
has studied and developed Oriskany 
production intensely. 

Mr. Davis is a consulting engineer 
and geologist with thirty years’ expe- 
rience and has appeared frequently 
before courts and Commissions. 
Since 1920 his practice has been al- 
most entirely petroleum and natural 
gas geology and engineering in con- 
nection with the development of oil 
and gas fields, designing and con- 
struction of pipe lines, and estimating 
gas reserves. During the past ten or 
twelve years he has made a number 
of studies of the southern New York 
and northern Pennsylvania natural 
gas fields. 

The Oriskany sand horizon in 
southern New York and northern 
Pennsylvania is the one principally re- 
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lied upon by most New York state 
cities and villages using natural gas, 
as well as many in Pennsylvania. |t 
is also Cabot’s only source of supply 
for the proposed line. This gas-pro- 
ducing horizon underlies the north- 
eastern portion of the great Appala- 
chian gas field. This region is a 
great geo-syncline or canoe-shaped 
basin extending northeasterly from 
eastern Kentucky to southern New 
York. The Oriskany horizon out- 
crops at its northernmost limit at 
Oriskany Falls. The proven produc- 
tive areas of the Oriskany sand are 
located in southern New York and 
northern Pennsylvania, and in West 
Virginia, although it seems probable 
that these sands more or less underlie 
the area between. (Exhibits 8, 12, 
56, 83, and 84.) Fralich’s opinion 
regarding the possibilities of obtain- 
ing gas in large quantities from this 
area is that while that area may be 
productive, the experience so far has 
not given it a very great possibility 
(S.M. 1222-3). The area has been 
very well prospected and has become 
quite well defined by the drilling of 
dry holes as well as productive wells. 
(S.M. 1150). 

The Oriskany sand, where it exists 
(it does not exist in some places), lies 
at a depth of about 1,500 feet below 
sea level in southern New York, grad- 
ually dipping southward to a depth of 
over 6,000 feet in southern Pennsyl- 
vania, from whence it rises again to 
a depth of about 2,000 feet below sea 
level in West Virginia. It is about 
1,200 to 1,400 feet above the Medina 
horizon. The Oriskany horizon un- 
doubtedly contains many unproduc- 
tive areas. 

The principal characteristics of the 
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Oriskany sand as a natural gas me- 
dium are (1) its porosity, or the ca- 
pacity of a given area to contain gas; 
(2) its thickness or extent in depth; 
(3) its permeability, which measures 
the ease and rapidity of movement of 
gas through and out of it; and (4) 
the practically uniform presence of 
salt water at the edges. Since calcu- 
lations of the amounts of gas obtain- 
able from a pool are based chiefly on 
the porosity, thickness, and permea- 
bility of the sand, reliable knowledge 
of these factors becomes very impor- 
tant. Of course, when such calcula- 
tions have been checked by the expe- 
rience of production from drilled 
wells, they may be more definitely re- 
lied upon. 

The porosity of Oriskany sand is 
relatively high, although it is difficult 
to get an exact measurement because 
the sand is so loosely cemented that 


it disintegrates rapidly when a well is 
drilled into it and blows out as dust. 
Pieces of the tighter portions recov- 
ered show a porosity of 12 per cent, 
and Fralich thought that looser sec- 
tions may have as much as 20 per 
cent, although these are usually quite 


thin. This characteristic is in strik- 
ing contrast to the Medina sands 
which are more compact and give up 
their gas more slowly (S.M. 384-5) 
and makes the Oriskany sand one 
most likely to yield large supplies of 
natural gas (S.M. 1171), especially 
where the sand is thickest. 

The thickness of this sand varies 
from a trace to 60 feet or more. Da- 
vis said it might even be 100 feet 
thick in places. However, ordinarily 
not more than one third of the total 
thickness, usually the upper part, is 
found productive. The witnesses 
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substantially agreed that the probable 
usual thickness of Oriskany sand in 
most productive fields is from 15 to 
20 or 30 feet. 

Oriskany sand is very permeable 
and gives up its gas readily. This 
accounts for the large open flow of 
wells especially at the outset. This is 
no measure of productive capacity of 
the wells or the size of the reserves,— 
but does make possible the depleting 
of gas fields in a relatively short time 
(S.M. 1182). At first, pressure tends 
to decline rapidly after wells are 
drilled into pools, but later may rise 
again, especially if the wells are shut 
in. 

The origin of natural gas in Oris- 
kany sands in this area being from 
organic or animal material laid down 
under water (S.M. 187-8) a charac- 
teristic accompaniment seems to be 
salt water around the edges of the gas 
pool. As gas is withdrawn and pres- 
sure released the salt water follows 
the gas toward the wells and tends to 
maintain pressure within limits. It 
also partly determines the rapidity 
with which gas may be withdrawn 
from a pool. If a well is near the 
edge, it may be flooded and spoiled by 
the salt water. Davis estimated that 
the range of the rate of withdrawal 
according to the size of the pool and 
the location of the well should be be- 
tween 5 and 25 per cent (S.M. 1602- 
3). 

The witnesses Whorton and Fralich 
testified that there are at least eight 
major gas fields or gas-producing 
areas in the northern Oriskany sand 
horizon in northern Pennsylvania and 
southern New York, some with two 
or more pools. They named these as 
follows: (1) Wayne-Dundee, two 
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pools; (2) Tioga, or Farmington, 
two or more pools; (3) Hebron; (4) 
Ellisburg; (5) State Line, or Willing 
(Stone Dam), probably two pools; 
(6) Greenwood, two or more pools; 
(7) Sabinsville; and (8) Harrison. 
The principal producing companies 
with pipe lines in these fields are: 


Total proven acreage 

Total favorable acreage 

Total unfavorable acreage 

Acreage in Kinzua township under test 


Totals 


(a) Indeterminable except by drilling. 


The Belmont Quadrangle Drilling 
Corporation 

Empire Gas and Fuel Company, 
Ltd. 

New York State Natural Gas Com- 
pany 

North Branch Development Com- 
pany and affiliates 

North Penn Gas Company and af- 
filiates. 

United Natural Gas Company and 
affiliates 

Godfrey L. Cabot, Inc. 

In addition, there are other gas pro- 
ducers in the area and there may be 
some minor pipe lines (S.M. 346; 
Exhibits 64 and 87). 

The Godfrey L. Cabot, Inc., lease- 
holds and wells in these fields are 
shown in detail on the map which is 
Exhibit 8. The acreage leased in New 
York state is 45,635.7 acres, but this 
includes 9,559 acres of Medina, leav- 
ing 36,076 acres in Oriskany. In 
Pennsylvania, this corporation has 
19,847 acres under lease and owns 
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1,900.6 acres in fee. Thus its total 
controlled gas acreage in both states 
is 67,383.3 acres. 

Witness Fralich analyzed the unde- 
veloped lease holdings of Godfrey L, 
Cabot, Inc., in the New York-Penn- 
sylvania region as follows (Exhibit 
66) : 


Acreage in 
Pennsylvania 
Oriskany 
production 


Acreage in New York 
Oriskany 
production 
243 a 

361 (a) 
34,585 (a) 


Medina 
area 


35,189 9,462 


According to this witness, Godfrey 
L. Cabot, Inc., has 770 acres in pro- 
ductive acreage (Exhibit 65) in addi- 
tion to the above 64,432.5 acres in un- 
developed acreage, or a total con- 
trolled acreage of 65,202.5 acres. 

Godfrey L. Cabot, Inc., also owns 
or has under contract eight producing 
wells in the following fields (Exhibit 
8): 

Wells Wells under 


Field owned contract 


Sabinsville 
Ellisburg 
State Line 


Mr. Thomas R. Adams, president 
of the Williamsport Natural Gas 
Company, appearing as a witness for 
the petitioner, testified that his com- 
pany has a 3-year contract with God- 
frey L. Cabot, Inc. (Exhibit 9), who 
takes gas from one of his wells in the 
Ellisburg pool. This contract pro- 
vides for the sale to Cabot of 14 mil- 
lion minimum and 10 million maxi- 
mum cubic feet per day at a price of 
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Scents per thousand cubic feet. The 
shut-in rock pressure on this well was 
1,785 when it came in on August 5, 
1935, and today is 1,485. Mr. Ad- 
ams thinks this well will last five 
years (S.M. 120). 
' Mr. Chris S. Knaur owns the Wy- 
oga Gas Company, which has produc- 
ing wells in Hebron and State Line 
(Willing township) field. He testi- 
fied that he had a well with an open 
fow of 20 million cubic feet daily in 
the latter field, from which he had of- 
fered to sell gas to Mr. Cabot and 
desired to enter into a contract. 
Witness Whorton testified that his 
company was drilling six wells in the 
above-named field, all of which he be- 
lieved were in proven territory with 
the possible exception of one. In ad- 
dition, there are seven producing 
wells with an initial production of 
166,362 thousand cubic feet in these 


fields, owned by independent oper- 
ators, which gas is presently available 
and not contracted and has been of- 


fered to his company. These and 
other independent operators own l,- 
382.8 acres in these fields on some of 
which no wells have been drilled as 
yet, but which is in what he considers 
proven acreage. He feels sure that 
many of these leases would be drilled 
immediately if there were any market 
for the gas after the leases were 
drilled (S.M. 477-9 and Exhibit 20). 

Whorton testified also as to the 
Kinzua well which had recently come 
in and was estimated at one time as 
making a million cubic feet. This 
well is located in the vicinity of War- 
ten, Pa., about 50 miles west of the 
nearest Oriskany gas field, in what 
was considered unproven territory. 
Witness Fralich did not include the 
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Warren county (Pennsylvania) area, 
where the Kinzua well is located, in 
his list of proven fields (Exhibit 64). 
He believes that that well is an iso- 
lated well and does not think that it 
can be classified as a commercial well. 
It is his opinion that the well is either 
at the very edge of the field or repre- 
sents a very small pocket because, aft- 
er blowing open for a short time, 
naphtha is now coming out of it 
(S.M. 1219-21). 

Witness Whorton stated that, in- 
cluding producing wells under con- 
tract, the open flow production of the 
producing wells controlled by Godfrey 
L. Cabot, Inc., is slightly over 100 
million cubic feet per day. Of this 
about 70 million is from owned wells 
and 30 million from a contract well. 
Mr. Cabot also testified (S.M. 196): 

“We have at present over a hun- 
dred million feet open flow capacity 
at disposal at the present time. We 
are drilling five wells of which one is 
expected in very shortly. All of them 
are in defined territory, or nearly de- 
fined. I think one of them is not, 
perhaps, entirely within the defined 
territory, and we expect within six 
months to have two hundred million 
feet of flow capacity to dispose of. 
We are going to start two wells in the 
very near future.” 

The petitioner did not furnish any 
definite estimates of reserves, either 
in the four fields from which he ex- 
pects to draw his supply, or for the 
region as a whole. He chose rather 
to rely on expectations that large 
quantities of gas would be found. 
His witnesses, basing their opinions 
on past experience, stated that there 
are not only large reserves in proven 
acreage, but freely predicted that new 
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gas-bearing structures and fields will 
be discovered and utilized. 

Mr. Cabot testified that in his opin- 
ion calculations commonly used, based 
on initial decline in a field, ‘“‘would be 
enormously under the mark” (S.M. 
183). He thinks that the Oriskany 
sand will produce a great deal more 
gas than is ordinarily calculated by 
geologists (S.M.184). The witness 
Dixon confirmed this view. He be- 
lieves that “it is practically certain 
that new fields will be brought in on 
the known favorable areas in this re- 
gion” (S.M. 369); “that it is highly 
probable that during the next five 
years there will be sufficient drilling 
and sufficient discoveries so that the 
reserves will not be greatly dimin- 
ished, and possibly greatly increased 

drilling keeps on as the re- 
serves are depleted and the reserves 
are therefore kept up” (S.M. 370). 

Mr. Dixon, who has estimated the 
proven gas reserves of the Tioga, 
Hebron, State Line, and Ellisburg 
fields, concluded that there will be suf- 
ficient gas in these fields to last at 
least five years or more, to supply all 
the present probable markets (S.M. 
367-8). Mr. Cabot thinks that his 
company has sufficient gas to take 
care of Eastman Kodak Company for 
five years (the contract obligation is 
only for three years) and after that to 
supply domestic consumers and such 
industries as the glass makers, who 
must have gas, “for a generation” 
(S.M. 197). Whorton was more 
conservative, but in general confirms 
these opinions. 

Opponents’ witnesses also admitted 
that new fields would undoubtedly be 
discovered and that there would be 
available gas. Davis estimated the 
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total reserves in the whole Appalach. 
ian area are more than five trillion 
cubic feet, of which, however, those 
in southern New York and northern 
Pennsylvania are only about 3 per 
cent (S.M. 1663). 

Mr. Fralich was positive that the 
last gas field in the Oriskany sand had 
not been discovered and gave as his 
opinion that there is no doubt what- 
ever that the most favorable area in 
this particular region in which to 
prospect for Oriskany gas compa- 
nies Allegany county, New York, 
and Tioga and Potter counties, Pa. 
(S.M. 1396-7). His reason for that 
conclusion is that every well which 
has been drilled in the particular area 
which he had in mind has encountered 
Oriskany sand that has contained ei- 
ther salt water or gas, and that the 
area also includes about fourteen un- 
drilled structures. He thinks that 
there will be gas under a certain num- 
ber of them, but did not know under 
how many ; nor did he know what the 
reserves would be in those undrilled 
structures, because the structures are 
very small and apparently the reserves 
will be less per field than the fields 
that have been discovered in the past 
(S.M. 1229-31). 

Opponents’ witnesses were more 
definite. Witness Fralich testified 
that in his opinion it is possible to es- 
timate the gas reserves in each of 
these proven New York and Pennsyl- 
vania Oriskany fields with reasonable 
accuracy and thereby get the total gas 
reserves in that area. His estimate, 
which he believes fairly represents the 
volume of gas that remains to be re- 
covered from the present Oriskany 
fields as of May 1, 1936, to a pressure 
of 14.4 pounds to the square inch ab- 
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glute, is 144,335,246 thousand cubic 
fet. The method used by him was 
the pressure volume method corrected 
jor deviation from Boyle’s Law, and 
for contraction of reservoir volume 
by water encroachment. 

Estimates of the reserves in these 
(riskany gas fields were also made by 
winesses Brewster and Davis (Ex- 
hibits 69 and 87). Brewster estimat- 
ed the reserves for all fields except 
Harrison and Sabinsville at 87,082,- 
617 thousand cubic feet as of May 
|, 1936, without correction. Davis’ 
stimate totaled 154,270,000 thousand 
ubic feet as of January 1, 1936 [if 
we deduct his figure of 14,888,000 
thousand cubic feet for gas produced 
during the first four months of 1936 
(Exhibit 86) we get an estimate of 
39,382,000 thousand cubic feet as of 
May 1, 1936]. The record does not 
stow whether or not Davis’ estimates 
were corrected for deviation from 
Doyle’s Law and for contraction of 


The following table shows the gas 
werves estimated by these three wit- 
esses for the opposition for the four 
itlds from which Godfrey L. Cabot, 
inc., proposes to supply gas to the pe- 
loner ; 


Totals (exclusive of Sabinsville) 
babinsville 


Totals (including Sabinsville) .........-- 


. 69,161,472 


Property maps of these and the 
other major fields in southern New 
York and northern Pennsylvania 
show the productive limits, the wells 
drilled, and the ownership of the vari- 
ous tracts (Fralich, Exhibits 57-63). 

Witness Fralich also gave figures 
for withdrawals of gas from these 
proven New York and Pennsylvania 
Oriskany fields (Exhibit 64). At the 
present time the rate of withdrawals 
from these fields is about 35 billion 
cubic feet per year, with which Da- 
vis agrees. At this rate of withdraw- 
al he figures that the total reserves 
now in sight, as estimated by him 
(144,335,246 thousand cubic feet) 
would last a little over four years, 
providing it were possible to produce 
the fields at that rate of production, 
which he claims it is not, because the 
rate of production from a well or 
from a field is the function of the 
rock pressure, and as the rock pres- 
sure declines the productivity of the 
well or field also declines. 


He testified further that if the load 
that is proposed to be sold to the 
Cabot Gas Corporation were added to 
the present withdrawals, the life of 
the known reserves would be reduced 
from a little over four years to about 
three and one-half years, providing 


Brewster 


(Exhibit 69) 
f 


as 0 
May 1, 1936* 
M cu. ft. 
9,707,840 
29,814,555 
31,069,277 


70,591,672 
(Not estimated) 


Fralich 
(Exhibit 64) 
as of 
May 1, 1936 
M cu. ft. 


5,686,678 
19,936,380 
22,546,414 


48,169,472 
20;992;000 


Davis 
( Exhibit 87) 
as of 
Jan. 1, 1936* 
M cu. ft. 
6,200,000 


30,270,000 
34,000,000 


70,470,000 


25,000,000 
95,470,000 


‘Without correction for deviation from Boyle’s Law or for contraction of reservoir from 


ater encroachment. 


a) 465 
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all the gas could be taken out in that 
time. In arriving at these life fig- 
ures the witness gave no consideration 
to the possibility or probability of 
an increase in the existing withdraw- 
als, although he believed that the tend- 
ency would be that the withdrawals 
by existing companies would in- 
crease. 

Other tabulations were presented 
by witness Fralich to indicate Cabot’s 
portion of the present estimated re- 
serves on an equitable withdrawal 
basis (Exhibit 65). The apportion- 
ment of the total reserves was made 
for each of the four fields from which 
Cabot proposes to supply gas to the 
petitioner on the basis of productive 
acreage and shows a total of 4,738,- 
940 thousand cubic feet applicable to 
Cabot’s acreage and a total of 6,617,- 
901 thousand cubic feet, applicable to 


the combined acreage of Cabot and 
the independent operators whose gas 


is available to Cabot. In presenting 
these tabulations, this witness stated 
that he did not know of any instance 
where a company having such a small 
amount of acreage has contemplated 
the withdrawal of such a large volume 
of gas (S.M. 1228). This theoretical 
proration, however, is of little value 
since it was admitted that proration is 
neither generally practiced nor practi- 
cable in this area under present condi- 
tions. 

The opposition attempted to show 
that it was not possible to sell gas 
from these fields at the state line at 
7 cents and meet the cost of produc- 
tion and delivery. Its principal wit- 
ness on this subject was Mr. Brewster, 
who testified about the production 
costs of The Belmont Quadrangle 
Drilling Corporation, which operates 
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in most of the eight major Oriskany 
gas fields, including two of the fields 
from which the petitioner proposes to 
obtain its supply (Exhibit 67) 
These costs for the two fields referred 
to, varied from 10 cents per thousand 
cubic feet in the Willing (State Line) 
field in 1936 (six months) to 257 
cents per thousand cubic feet in the 
Hebron field in 1933; while the aver. 
age cost for all fields varied from 
13.3 cents per thousand cubic feet in 
1936 (six months) to 34.8 cents per 
thousand cubic feet in 1931. Hoy- 
ever, it was pointed out that as there 
are so many factors involved in pro- 
duction cost, the experience of one 
company might be entirely different 
from that of another. For example, 
production cost per unit of sales 
would be lower if more gas were sold 
or if less dollars were spent for de- 
velopment costs and lease rentals. 
Further, the method of accounting 
for development costs would affect 
materially the unit cost of production. 
Detailed costs of other producers in 
these fields, including those of God- 
frey L. Cabot, Inc., were not present- 
ed. In any event, the production 
costs of The Belmont Quadrangle 
Drilling Corporation cannot be said 
to represent Cabot’s cost. 

On the other hand, Godfrey L. 
Cabot, Inc., presented evidence that 
it has already under contract the pur- 
chase of 14 million to 10 million cubic 
feet per day at 5 cents per thousand 
cubic feet and that there were other 
independent operators in these fields 
who desired to contract their supply 
at that price (supra). 

Summarizing the evidence on the 
source of supply, it appears that the 
known reserves based on proven 


466 





RE CABOT GAS 


felds are in the neighborhood of 150,- 
000,000 thousand cubic feet; that at 
the present rate of withdrawal of 35,- 
000,000 thousand cubic feet yearly 
this supply will last only a little more 
than four years; and that accelerated 
withdrawal is likely, so that it is quite 
probable that known reserves will not 
last even that long. Opponents base 
their contentions on these facts and 
give little or no consideration to fu- 
ture discoveries and developments. 

Petitioner's witnesses have shown, 
however, that Cabot has the gas in his 
own wells or leased from others who 
have gas to sell for at least a 5-year 
supply, providing the fields are not 
sooner exhausted, and the opponents 
have not successfully shown that this 
isnot the fact. Against the possibil- 
ity of exhaustion of known fields, 
Cabot relies on what he regards as 
the certain opening of new sources not 
yet discovered. Opponents point out 
that in order to furnish a 5-year sup- 
ply from known sources Cabot must 
take more than his pro-rata share 
based on his productive acreage. 
While there is no law to prevent this, 
nor even any kind of a proposed pro- 
rating agreement, and while it is rec- 
ognized common practice for each 
operator to get all the gas he can, it 
hardly seems fair to do so to the det- 
tment of others. This raises the 
question of whether or not the Com- 
mission should lend its sanction to 
that practice. 


Opposition 


Rochester Gas and Electric Corpo- 
ration filed a written protest opposing 
the granting of the petition in this 


proceeding. Its president, Mr. Her- 
man Russell, appeared as a witness 
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and testified that the granting of this 
petition would result in direct loss to 
his company, create direct competi- 
tion in a small part of its franchise 
territory, endanger the supply of nat- 
ural gas which his company furnishes 
to Canandaigua, and would place his 
company in a position where it would 
be forced to handle natural gas in the 
city of Rochester without real savings 
to the consumers. 

The direct loss cited was the busi- 
ness of Eastman Kodak Company of 
nearly $8,000 per year gross revenue. 
Mr. Russell thought that practically 
the entire amount would be reflected 
in net revenue as the Rochester Com- 
pany’s plant is not operating at capac- 
ity, the by-products pay for the coal 
and the loss of that business would 
have little effect on operating ex- 
penses. These sales, however, are but 
a very small part of the total gas rev- 
enues of approximately $4,000,000 
per year. 

At present, according to witness 
Russell, the Rochester Gas and Elec- 
tric Corporation distributes gas to 374 
consumers in the town of Gates and 
2,895 in the town of Greece, but does 
not serve in the town of Chili. The 
petitioner has also secured franchises 
in these three towns. Mr. Russell 
testified that his company has plans 
under way to extend its mains in the 
town of Chili and that it is prepared 
to extend its mains wherever the busi- 
ness justifies the requirements. The 
present situation in these towns was 
shown in detail in Exhibits 81 and 82, 
and by the testimony of witness East. 
Further, he was of the opinion that 
the construction of the proposed line 
would have a serious effect on the 
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public relations of the Rochester 
Company. 

This witness also testified that the 
Rochester Company has been supply- 
ing the city of Canandaigua with nat- 
ural gas since September, 1934. This 
natural gas, he claimed, came from the 
fields from which Godfrey L. Cabot, 
Inc., proposes to draw gas to sell to 
Cabot Gas Corporation. These addi- 
tional withdrawals alone, he thought, 
would materially shorten the life of 
the fields and would stimulate other 
producers in these fields to withdraw 
their gas more rapidly, thereby fur- 
ther shortening the life of the fields 
and the time in which Canandaigua 
could get natural gas from these fields. 
On cross-examination it was brought 
out that Godfrey L. Cabot, Inc., pro- 
poses to draw gas to sell to Cabot Gas 
Corporation from only one of the 
fields from which Canandaigua’s sup- 
ply comes. 

Rochester Gas and Electric Corpo- 
ration further opposes the granting of 
the petition in this proceeding as it 
believes that it will be placed in a po- 
sition where it will be forced to buy 
and distribute natural gas in the city 
of Rochester without real savings to 
the consumers. Mr. Russell stated 
that he was personally familiar with 
places where that happened and cited 
the case of the city of Detroit in par- 
ticular. He also cited the case of the 
city of Geneva, N. Y., where he said 
that the saving ($65,000) made pos- 
sible in reduced rates by the substitu- 
tion of natural for artificial gas was 
more than offset by the loss of wages 
($200,000) of the employees thrown 
out of work. Further he asserted that 
that $65,000 saving could not be con- 
sidered permanent, for when the pres- 
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ent source of supply is exhausted the 
Geneva Company must secure a sup. 
ply from more remote places or go 
back to artificial gas. In either event, 
he thought that would mean higher 
cost to the company and increased 
rates to the consumer. He testified 
that the average production cost of 
the Rochester Company’s plant over 
the last five years was 12 cents per 
thousand cubic feet with a B.T.v. con- 
tent of 537 and that that average cost 
could be reduced with greater pro- 
duction, the capacity of the plant be. 
ing 16 million while production was 
averaging 12 million. In his opinion, 
the substitution of natural for artifi- 
cial gas by the, Rochester Company 
would not be of benefit to the public, 
for the company could not buy and 
never had an offer to buy natural gas 
for the city of Rochester for any 
length of time at a price that would 
enable it to make a saving which 
could be passed on to its consumers. 
In addition, such substitution would 
mean shutting down the present gas 
manufacturing plant, loss of employ- 
ment for 600 employees, loss of pay- 
roll of about $1,000,000 a year, and 
making idle an investment of $9,000,- 
000—no matter at what price the gas 
was bought or what the B.T.U. con- 
tent was. Further, there would be 
the expense of conversion, estimated 
to cost about $400,000, which would 
be borne largely by the company with 
the possibility of the expense of a like 
amount for reconversion if Rochester 
has to go back to artificial gas. 

In comparison with its average pro- 
duction cost of 12 cents per thousand 
cubic feet of gas with a B.T.U. con 
tent of 537, which is equivalent to 
about 22 cents per thousand cubic feet 
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of gas with a B.T.U. content of 1,000, 
this witness stated that his company 
was offered natural gas by Cabot at 
less than 20 cents for limited indus- 
trial use and for very limited periods; 
that the Cabot Company offered nat- 
ural gas for general distribution at 
27 cents per thousand cubic feet for 
the first year, 28 cents per thousand 
cubic feet for the second year, and 29 
cents per thousand cubic feet for the 
third year; and for industrial use at 
30 cents for the first 500,000, 25 cents 
for the next million, 20 cents for the 
next 2} million, and 16 cents for all 
over 4 million. This witness further 
stated that the Rochester Company 
would accept at any time an offer of 
natural gas which would result in a 
saving to the people of Rochester, tak- 
ing into consideration the shutting 
down of the plant, the loss in taxes, 
and the loss of payroll, and providing 
it was for over a sufficient period of 
years to warrant the contract. 

Mr. Russell thinks that the only 
possibility of making the proposed 
Cabot project financially sound would 
be to secure a large domestic business, 
and the only large domestic field in the 
territory is that of the Rochester 
Company. Unless a large domestic 
business could be obtained, he did not 
believe that the undertaking could be 
made financially successful. 

The real danger to the Rochester 
Company, as this witness sees it, is 
that in the future after the present 
reserves are exhausted, Cabot, having 
the line, would use it to bring gas 
from a longer distance. Then the 
Rochester Company, having been 
forced into a position of supplying 
natural gas, would be faced with a 
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higher price for gas with loss to the 
company and no benefit to the con- 
sumers. 

Seven railroads appeared in oppo- 
sition to the granting of this applica- 
tion. They were the New York Cen- 
tral, Baltimore and Ohio, Erie, Lack- 
awanna, Lehigh Valley, Pennsylvania, 
and Pittsburg, Shawmut and North- 
ern. These companies presented evi- 
dence consisting of the testimony of 
ten witnesses (S.M. 911-1026; 1547- 
1563) and the submission of 17 ex- 
hibits (Exhibits 34 to 51, inclusive, 
except 45 which was not received). 
Much of their witnesses’ testimony 
and many of their exhibits were too 
general in nature to be pertinent to 
the application in this proceeding. 
Counsel for these railroads also took 
part in the cross-examination of the 
witnesses for the petitioner. 

Witness Jennings, general coal 
freight agent for the Pennsylvania 
Railroad Company, summed up the 
position of the railroads quite gener- 
ally when he said: 

“The Pennsylvania Railroad is vi- 
tally interested in the outcome of these 
proceedings for from the evidence 
submitted there is every reason to be- 
lieve its tonnage and revenues and 
with it employment and ability to 
serve the public, will be materially af- 
fected.” (S.M. 934.) 

The witnesses for the railroads 
showed that bituminous coal hauled 
for the Kodak Park plant of Eastman 
Kodak Company for the 54-year pe- 
riod beginning January 1, 1931, and 
ending June 30, 1936, was 814,625 
net tons, and that the freight charges 
thereon, including emergency charges, 
totaled $1,929,256.83 (Exhibit 40). 
16 P.U.R.(N.S.) 
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The figures for the year 1935 and for 
the first half of 1936 are: 


Freight charges 
including 
emergency charges 
$404,951.11 
222,507.63 


Year Net tons 


1935 168,373 
1936 (first half) 90,474 


This coal for the Kodak Park plant 
was hauled by the Baltimore and 
Ohio, New York Central, and Penn- 
sylvania railroads. For the Pennsyl- 
vania Railroad the bituminous coal 
hauled for Eastman Kodak Company 
was 21.5 per cent of the total cars 
handled in and out of Rochester 
(S.M. 948). In addition, the wit- 
ness for the Baltimore and Ohio also 
testified that in 1935 that railroad 
hauled 2,310 net tons of bituminous 
coal and 1,368 tons of coke to the 
Pavilion Natural Gas Company and 
13,035 net tons of bituminous coal 
and 288 net tons of coke to two of 
the other potential industrial users of 
natural gas from Cabot Gas Corpora- 
tion (S.M. 963). The witness for 
the Erie Railroad testified that in 
1935 that railroad hauled about 33,- 
000 net tons of bituminous coal, with 
freight charges exclusive of emergen- 
cy charges of about $70,000, to an- 
other of the potential users of natural 
gas from Cabot Gas Corporation 
(S.M. 989). 

These railroads stated that if this 
application is granted, they will lose 
the revenue now derived from the bi- 
tuminous coal hauled for the Kodak 
Park plant of Eastman Kodak Com- 
pany, amounting to some $400,000 
per year, and from the bituminous 
coal and coke hauled for Pavilion 
Natural Gas Company and its con- 
sumers who would substitute natural 
gas for coal; also, that there is a po- 
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tential loss facing them if Cabot Gas 
Corporation supplies natural gas to 
other users of coal both industrial and 
domestic, along the route of the pro- 
posed Cabot line—and this in view of 
the fact that bituminous coal repre. 
sents a substantial portion of the total 
freight handled on their Rochester di- 
visions. 

Four large coal companies, the 
General Coal Company, the Pitts- 
burgh Coal Company, Inc., the Roch- 
ester and Pittsburgh Coal Company, 
and the North American Coal Cor- 
poration and three of their gen- 
eral organizations, the Anthracite 
Institute, the Rochester Coal Mer- 
chants’ Association, and the New 
York State Retail Solid Fuel Mer- 
chants’ Association, opposed the ap- 
plication, alleging unfair competition 
(S.M. 900). Admitting self-interest 
(S.M. 903) through contemplated 
and potential loss of business, they 
based their opposition primarily on 
the public interest. Aside from con- 
siderable cross-examination of all 
witnesses by their counsel, their prin- 
cipal direct evidence was presented by 
Geologist Davis who was their only 
witness. They attempted to show 
that natural gas reserves were lim- 
ited in amount while coal reserves 
are not, and that natural gas should 
be conserved for the highest grade 
uses. The general evidence on this 
subject has already been reviewed. 

Other gas companies objecting to 
the granting of this petition were: 
The Producers Gas Company, Em- 
pire Gas and Electric Company, El- 
mira Light, Heat and Power Com- 
pany, New York State Electric & 
Gas Corporation, New York Central 
Electric Corporation, Caledonia Nat- 
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ural Gas Company, and Tri-County converted for use of natural or mixed 
Natural Gas Company. Their objec- gas at great expense. 

tion, in general, is that the natural Representatives of the petitioner 
gas in the fields from which they ob- have pointed out that it will draw 
tain their supply and from which the gas from only one or two of the 
petitioner proposes to draw its sup- major Oriskany gas fields from which 
ply should be conserved for existing the municipalities obtain their supply, 
markets, and that no public conven- that approximately 80 per cent of its 
ience or necessity has been shown. contemplated load will be drawn 
Producers Gas Company and Tri- from Pennsylvania, and that a con- 
State Natural Gas Company further siderable portion of the gas drawn 
object to that part of the application from these fields for the municipali- 
where the petitioner asks to sell ties objecting to its petition is used 
and/or transport gas in the towns of for low-grade purposes. 

Amity, Wheatland, and Caledonia 
where they now serve. 

Exhibit 79 graphically portrays 
most of the territory now served in 
New York state with natural gas 
from the fields. Fifteen or twenty 
cities and villages in this state, hav- 
ing upwards of 300,000 gas consum- 
ers, are so served, at least in part. 
The mayors or corporation counsels 
of the following cities and villages 
appeared in person at the hearing and 
voiced their objections: Elmira, Au- 
burn, Seneca Falls, Waterloo, Penn 
Yan, and Geneva. In addition, letters 
or telegrams opposing the granting of 
the application were received from of- The public utility gas companies, 
ficials of Hornell, Addison, Canandai- the railroads, and the coal companies 
gua, Cortland, and Ithaca, together appearing in opposition, attempted to 
with a number of individuals. The show that the proposed construction 
objections of these communities were would not be a profitable or feasible 
principally that the gas from these enterprise, that the petitioner is not 
helds should be conserved for their financially responsible, that he is 
localities and for the highest grade merely attempting to salvage “an un- 
use—the domestic market. While fortunate investment” in Pennsyl- 
their objections are perhaps based on vania gas fields, that the source of 
selfish motives, it is a fact that most supply of natural gas is inadequate 
of these localities are now being, and and the proposed use wasteful. Their 
have been for some time, served from evidence does not altogether support 
these fields, the pipe lines are laid, and these claims. They also based their 
the consumers’ equipment has been opposition on the assertion that the 
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As a partial offset to the communi- 
ties appearing in opposition to the 
granting of the petition several mu- 
nicipalities in the territory of the 
Pavilion Company sent official repre- 
sentatives to favor the application. 
Trustees of the villages of Avon, 
Perry, Mount Morris, and Geneseo 
appeared with approving resolutions. 
Representatives of business men’s and 
other local organizations of LeRoy, 
Warsaw, and Geneseo also came to 
advocate approval of the application. 


Discussion 
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proposal is not in the public interest. 
In this they were more convincing. 

From the evidence it appears that 
the petitioner has established the fol- 
lowing facts: (1) that its parent 
and sponsor company is financially 
responsible and able to construct the 
line and to deliver the gas contracted 
for, but that it is entirely dependent 
upon that foreign corporation both 
financially and for its gas supply; 
(2) that with the business contracted 
and in sight a reasonable earning is 
possible upon the investment over a 
period of years in addition to amor- 
tizing the cost of the line within a 
comparatively short period; (3) that 
it has an adequate source of supply 
for the period of its contract obliga- 
tions, but beyond that the supply is 
uncertain; (4) that there is a market 
for natural gas in the territory pro- 
posed to be served; but that the sup- 
plying of this market will be advan- 
tageous principally to certain indus- 
tries though to some extent to domes- 
tic customers as well. 

The strongest point in favor of the 
approval of this petition is the contract 
with the Pavilion Company and the 
promise which this new supply of gas 
gives for improving its service and re- 
ducing its costs and rates. With the 
using up of its supply of natural gas 
from its shallow wells, pressures have 
declined, more expensive and less sat- 
isfactorily manufactured gas has had 
to be added, and service and rates have 
become increasingly unsatisfactory to 
consumers. Much the same may be 
said of the small Churchville Natural 
Gas Company and the Tri-County 
Natural Gas Company which Pavilion 
supplies. These companies together 
have about 5,000 customers, chiefly 
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domestic. To them this new supply 
of natural gas means better service at 
probably lower rates, while to the 
companies it means better earnings at 
least and perhaps salvaging a losing 
investment. That the communities 
served appreciate that the public inter- 
est in the proposed line in their ter- 
ritory is great is shown by their 
testimony and resolutions. If this 
were all that is involved in this peti- 
tion, and if service to Pavilion cus- 
tomers alone would warrant the build- 
ing of this line, I would favor the 
granting of the petition, for I think 
the public convenience and necessity 
here is relatively great. 

There is also some public interest, 
though to a lesser number of custom- 
ers, in serving a few customers in sev- 
eral towns along the route which have 
granted distribution franchises, es- 
pecially in portions which are not now 
and probably would not be served 
economically by existing companies. 

A weakness in the petitioner’s case 
lies in the fact that it is merely an 
agent of and completely controlled by 
a foreign corporation. While the 
Commission has full jurisdiction over 
the petitioner pipe-line company, it has 
very little if any over the foreign cor- 
poration. To be sure, there is a con- 
tract between the Cabot Gas Corpora- 
tion and Godfrey L. Cabot, Inc., ob- 
ligating the latter to furnish a supply 
of gas to the former for a period of 
three years. Mr. Cabot is president of 
both corporations and signed both con- 
tracts. The price is not guaranteed in 
the contract and might be increased, 
although Mr. Cabot testified that it 
would not be for a period of three 
years (S.M. 870). After that it 
might be. Nevertheless, the petition- 
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er, the Cabot Gas Corporation, is ab- 
solutely dependent upon its parent for 
initial financing, for its gas supply and 
the cost thereof, and its service could 
be seriously impaired and its costs 
greatly increased at any time if the 
interests Of its parent company re- 
quired partial or entire withdrawal 
from the enterprise. This parent com- 
pany is a foreign corporation, which 
the Commission would be substantial- 
ly powerless to compel to sell an 
adequate supply of gas to the petition- 
er at fair and reasonable prices, or to 
adequately support financially. 

But these are not the only consider- 
ations. There are collateral effects of 
the granting of this petition which in- 
volve matters of public policy and 
which must therefore have further 
consideration. 

The basic considerations on which 
the decision on this application must 
rest are broad matters of public policy, 
principally as related to conservation 
of natural resources. Should the 
owners of extensive natural gas lease- 
holds and wells be permitted to dis- 
sipate these resources by selling them 
to large industrial concerns for cheap 
fuel purposes at low competitive 
prices, which displace coal and at the 
same time deprive railroads of a large 
source of freight revenue? Or is it 
required that they should be con- 
served for the use of thousands of 
(domestic users, especially those who 
have purchased their equipment and 
depend upon these natural gas fields 
as a source of supply? Or, if large 
industrial consumers make possible the 
building of these expensive transmis- 
sion lines, which could not otherwise 
be economically constructed and would 
not be built, and incidentally provide 
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cheaper gas to certain groups of 
domestic and small commercial con- 
sumers, does this justify the sale of 
gas at such low competitive prices for 
low grade fuel use? If certain exist- 
ing public utilities are financially in- 
jured and their service impaired while 
others are aided by having their 
dwindling supplies augmented and 
their business revived, what is the 
duty of this Commission? What does 
the public interest require? Obvious- 
ly all these matters must be carefully 
weighed and evaluated, and the great- 
est public interest, when determined, 
should control. 

The Rochester Gas and Electric 
Corporation makes the important con- 
tentions that the bringing of this sup- 
ply of natural gas to Rochester may 
force it to abandon its plant for the 
manufacture of gas, at least tempo- 
rarily, and to substitute natural gas at 
least in part therefor. This would al- 
so involve the changing over of its 
equipment, which would be expensive. 
The Rochester Company further 
points out that the petitioner company 
is unwilling and probably unable to 
make a contract with it for any supply 
of natural gas for a period of more 
than three years, and claims that the 
evidence shows that it could supply all 
the needs of Rochester for only a very 
short period, if at all. If this is the 
fact, it would necessitate a changing 
back of the equipment after a few 
years. Meanwhile the company’s 
manufacturing plant would be closed 
and unproductive, which would throw 
600 employees out of work. These al- 
legations, if true, raise the question as 
to whether the Commission ought to 
permit the construction of the pipe 
line and the exercise of the franchises 


16 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


which would so injuriously affect a 
large existing public utility which has 
long served the Rochester public rea- 
sonably well. 

The fears of the Rochester Gas and 
Electric Corporation as to the injury 
that would be done to its business and 
to its customers, if justified, should be 
accorded much weight. Certainly the 
loss of $8,000 of gas business now 
sold to Eastman Kodak Company is 
real, though far from fatal. It seems 
probable too, that some additional 
amount of business, industrial as well 
as domestic,—perhaps of question- 
able profit,—in the towns of Gates and 
Greece, would be lost to the corpora- 
tion. This could of course be pre- 
vented by limiting approval of the 
exercise of the franchises in those 
towns to transmission and disapprov- 
ing them as to distribution. 

The Rochester Company appears to 


forget that the applicant has neither 
asked for nor received a consent from 
the city of Rochester to distribute 
natural gas in that city, and that even 
if it had obtained such a consent its 
exercise would have to be approved by 


this Commission. In that event, the 
questions herein as they would affect 
it would necessarily have to be re- 
viewed and the requirements of public 
convenience freshly determined in that 
particular application. Here and now 
there is no such application before us. 

President Russell of the Rochester 
Company thinks that once cheap natu- 
ral gas was at the city gates public 
opinion would force his company to 
buy gas from Cabot and the Commis- 
sion to approve the change to natural 
gas. In support of this view he cited 
what happened in Geneva in 1935 as 
an exactly parallel case (S.M. 1057). 
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He may be right, but that is a matter 
of opinion. Mr. Cabot disavows any 
desire or intention to market gas in 
Rochester, if the Rochester Company 
does not want it. Moreover, the tes- 
timony of the Rochester Company's 
own geologist witness makes it very 
doubtful if Cabot has or could get 
more than enough gas to fill the 3-year 
Eastman and the 5-year Pavilion con- 
tracts. If we accept this company’s 
own proof as to the future supply of 
gas, its fears are merely a bogey and 
not based on conditions likely to be 
realized. 

The sale and transportation of the 
coal to Rochester and to other indus- 
tries in western New York, which the 
proposed sale of this natural gas 
would displace, would naturally seri- 
ously injure the business of the New 
York state railroads transporting coal 
to the merchants of western New 
York and to a certain extent would 
injure the business of coal companies 
supplying this coal. Is this a matter 
of sufficient public interest to warrant 
the Commission in refusing its con- 
sent to build a pipe line and transport 
and sell the gas? 

I am not greatly impressed by the 
competitive argument. Too much of 
the evidence on this point has little 
probative value. The fact that coal 
companies lose business and railroads 
lose freight income should not be con- 
trolling, if the larger public interest is 
better served by the change. Fuel oils 
and other fuels have made great in- 
roads on coal usage; but who will say 
that they have not contributed largely 
to the convenience of the general pub- 
lic in labor, cleanliness, and efficiency, 
if not in savings? Automobiles and 
trucks have undoubtedly reduced the 
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revenues of the railroads, but few will 
deny that they have served the public 
convenience. If the fact that the gen- 
eral public interest will be served by 
the construction of this gas line has 
been established, the petition should 
not be denied for these reasons. To 
do so would be to impede and delay 
progress. 

But has it been affirmatively shown 
that the general public will be better 
served by permitting the construction 
of this pipe line? The Rochester pub- 
lic obtains no direct benefit from it 
and might eventually be injured if the 
line were built. The only benefit to 
Rochester is the saving to the East- 
man Kodak Company, and then only 
such as that company chooses to pass 
on to the public. True, as already 


pointed out, there is strong public in- 
terest in the communities served by 
the Pavilion Company; but is it suf- 


ficient? We must consider the weight 
of the evidence as a whole. If this 
natural gas were to be made available 
to general consumers in Rochester and 
vicinity generally at reduced and ad- 
vantageous prices, the public interest 
would be very different. 

A further question of public policy 
is raised by the fact that by far the 
greater part—about 93 per cent—of 
the natural gas proposed to be trans- 
mitted is to be put to a comparatively 
low grade use, namely, use as fuel un- 
der the boilers of large industrial 
plants. Is it wise to thus use up an 
important natural resource, or should 
it be conserved for the use of domestic 
and smaller commercial and industrial 
customers? Even Mr. Hine, appear- 
ing for the petitioner, thought that it 
would not be in the public interest to 
use as much as 90 per cent of the 
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available gas supplies for industrial 
loads (S.M. 592), though he did not 
know the total supply. Apparently if 
it was limited, he would think much 
less should be so used. 

The use of natural gas for domes- 
tic purposes is said to be the highest 
use to which this commodity can be 
put, while the burning of this fuel 
under boilers generating steam is 
thought to be the lowest grade of use. 
The profits or conveniences resulting 
from domestic use inure to large 
numbers of individuals. The profits 
or conveniences resulting from boiler 
use inure chiefly to the benefit of the 
single individual or corporation using 
it ($225,000 to Eastman Kodak Com- 
pany in this instance), by reducing 
expenses, which may or may not be 
passed on to customers. There may 
also be a certain element of cleanliness 
which benefits both workers and 
products. There is wastage of this 
natural resource now through such 
low-grade use, perhaps justifiable, 
perhaps unavoidable, under existing 
circumstances. 

It is pointed out by petitioner that 
80 per cent of the natural gas used 
in New York comes from Pennsyl- 
vania; that this Commission has no 
control whatever over conservation in 
that state, that new pipe lines are be- 
ing projected, that right or wrong the 
gas will be withdrawn, and that con- 
servation is utterly impossible under 
the circumstances. All this may be 
true, but this Commission does not 
need to put its stamp of approval on 
these conditions. Certainly there 
should be no new application or diver- 
sion of natural gas which is wasteful 
or selfish. That much is clear. And 
this conclusion squares with the estab- 


16 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


lished policy and practice of this 
Commission, viz., that the interests 
of the domestic user of gas should be 
protected and his needs served first 
(see report of Natural Gas Investiga- 
tion by this Commission, Case No. 
7091, approved January 12, 1932). 
Both on his cross-examination of 
opponents’ witnesses and in his brief, 
counsel for the petitioner made much 
of the facts that the Commission has 
permitted the Home Gas Company 
and the Lycoming Natural Gas Cor- 
poration through the New York 
State Natural Gas Corporation to 
furnish large quantities of natural 
gas to certain plants for boiler fuel, 
arguing that Cabot should be permit- 
ted to do the same, and that oppon- 
ents seek to have arrested only the 
“new highway robbers,” leaving old 
ones unmolested. While apparently 
approving the policy of conservation 


of natural gas, counsel criticizes the 
Commission for not having lived up 
to such a policy laid down in 1932. 
So, he advocates further disregard of 
that policy. That may be good logic 
but it does not appeal to my sense of 


right. One mistake—if it was a mis- 
take—does not deserve another. If 
the Commission has not properly fol- 
lowed a sound policy in the public in- 
terest, it should begin right now, and 
with an outstanding case where the is- 
sue is squarely raised. Counsel knows 
that the other instances of boiler fuel 
use, which he cites, are not the same. 
Lines were not specifically authorized 
by the Commission for the transmis- 
sion of natural gas for use as a boiler 
fuel, and no such application as this 
one was ever before us. In other in- 
stances the lines were there primarily 
for domestic use, and boiler fuel use 
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was permitted to reduce costs to do- 
mestic users. 

There may have been some signifi. 
cance in the fact that Mr. Hine, asked 
if he considered that granting the ap- 
plication would be a detriment to the 
public interest, replied that he could 
find nothing objectionable to the pub- 
lic interest (S.M. 583). That is as 
far as he would go. But the negative 
is not enough. The law requires that 
it must be affirmatively shown that 
the exercise of franchises and the 
building of the plant are in the pub- 
lic interest. The opinion of the cities 
and villages now served with natural 
gas from these same fields, as ex- 
pressed by their public officials, was 
decidedly and unanimously that it 
would not be in the public interest to 
grant the application. 

Summarizing this discussion, it ap- 
pears that the principal, indeed almost 
the only advantage to be gained by the 
public from approval of this applica- 
tion is the augmented supply of nat- 
ural gas to the Pavilion Company 
which will enable it to improve its 
service and reduce its rates to about 
five thousand domestic customers. 
A similar advantage of natural gas 
service might accrue to a much small- 
er number of customers to be supplied 
with natural gas in certain other com- 
munities. A number of small indus- 
tries would also be able to secure 
cheaper fuel replacing coal. Large 
advantages would be obtained by two 
large corporations: Eastman Kodak 
Company would make a considerable 
saving from cheaper fuel, and God- 
frey L. Cabot, Inc., would obtain a 
good market for a large amount of 
gas apparently with a substantial 
profit. The building of this line 
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would apparently be a sound business 
yenture and would make natural gas 
available to a considerable number of 
domestic consumers who could not be 
adequately served with this commod- 
ity otherwise. 

Over against these advantages must 
be set several disadvantages. First 
and most important is the using up 
of large quantities of natural gas for 
low-grade fuel purposes, at least the- 
oretically and probably actually seri- 
ously depleting the available supply to 
customers already being served from 
these same gas fields. There may be 
good and sufficient reasons for au- 
thorizing a supplementary or replace- 
ment supply of gas for domestic pur- 
poses to communities already served 
with natural gas, but the opening up 
of entirely new markets, especially for 
low-grade industrial purposes, when 
there is doubt of the permanency of 
the present supply to existing mar- 
kets, is to say the least, of doubtful 
| wisdom as a public policy. This con- 
sideration in itself, in my opinion, 
should be substantially determinative. 

Secondly, there is the possibility, 
not wholly substantiated and more or 
less speculative, that authorization of 
the building of a gas pipe line to the 
gates of the city of Rochester might 
seriously affect the business of a long- 
established gas utility with little or 
no permanent advantage to its cus- 
tomers, and even to their ultimate dis- 
advantage. For it is hardly to be ex- 
pected that natural gas sufficient to 
supply Rochester over a period of 
years will be available, at least with- 
out substantial increase in price and 
to the detriment of consumers else- 
where, who are generally dependent 
on this same source of supply. Nor 
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is the need for a supply of natural gas 
to Rochester consumers clearly appar- 
ent. They are now served with an 
ample supply of manufactured gas at 
prices which compare favorably with 
those of other comparable cities— 
e.g., Syracuse, which has natural gas 
from the same general sources from 
which Rochester would be supplied. 
Again, there is the accompanying 
disadvantage to the coal industry and 
to the carriers of coal through what 
is probably wasteful and unnecessary 
competition. If other considerations 
clearly were in the public interest, I 
do not think that this would be deter- 
minative. It does, however, add a 
certain weight to the objections and 
helps to throw the balance of the con- 
siderations against the petitioner. 


Conclusion and Recommendation 


It cannot be denied that a certain 


amount of public interest has been 
shown, though in my opinion it is 
more than offset by the adverse effect 
on the public of the dissipation of the 
reserves of natural gas for unneces- 
sary and low-grade fuel purposes, 
and to a less extent by the possible 


detrimental effect on the Rochester 
public which is now served by the 
Rochester Gas and Electric Corpora- 
tion, and by certain railroads. I do 
not think that it has been affirmatively 
established by the weight of the evi- 
dence that the granting of the appli- 
cation is necessary and convenient for 
the public service. 

I recommend that the petition be 
denied. A suitable order is submit- 
ted accordingly. 


Chairman Maltbie in the negative 
16 P.U.R.(N.S.) 
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filing memorandum dated September in the negative filing memorandum 
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Re Pacific Gas & Electric Company et al. 


[Case No, 4124.] 


Re City of Oakland 


[Application No. 20455.] 
[Decision No. 29264.] 


Rates, § 383 — Natural gas — Change in heating value — Absence of rate increase, 
1. The filing of a rule specifying the monthly average heating value of 
natural gas, superseding existing rules which specify merely “natural gas” 
without limitation as to heating value, does not constitute an increase in 
rates when the limitations as to heating value increase rather than decrease 
the minimum allowable heating value, p. 484. 


Service, § 162 — Rules and regulations — Necessity of showing and finding — 
Gas standards. 
2. No showing or finding is necessary to make effective a rule specifying 
the monthly average heating value of natural gas when such a rule does 
not result in increasing rates or charges, p. 484. 


Service, § 361 — Natural gas — Standards — Fluctuations — Heating value. 
3. A certain leeway or tolerance must be allowed in the formulation and 
interpretation of rules and orders governing the quality of natural gas 
where there exists an entire lack of control by the utilities over the heating 
value of gas delivered by various gas producers and gasoline extraction 
companies and the heating value varies from time to time depending upon 
particular gas fields, p. 485. 


Service, § 361 — Natural gas — Heating standards — Rules. 

4. A public utility was required to revise a rule and regulation specifying 
heating quality of natural gas so as to set forth the maximum and minimum 
limits between which the average monthly heating value might be expected 
to vary in each portion of its system having different limits, it being the 
understanding that if and when the utility determines that it would be 
unable to further maintain such limits, it would formally present the 
matter to the Commission, p. 485. 


[November 9, 1936.] 
16 P.U.R.(N.S.) 478 
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gh gprs it of rules and regulations relating to character 
of natural gas service; order entered in accordance with 
opinion. 


* 


AppEARANCES: FF. B. Fernhoff last regular meeting, the undersigned 
and W. W. Cooper, for city of Oak- was directed to communicate with the 
land; J. J. O'Toole and Dion Holm, Railroad Commission of the state of 
for city of San Francisco; T. B. California and most respectfully re- 
Quinn and W. B. Hogan, for city of quest that your Honorable Commis- 
Stockton; Chas. Clifford, for Marin sion issue an order fixing a minimum 
County Board of Supervisors; Pills- requirement of 1,150 B.1.u.’s for gas 
bury, Madison & Sutro, by H. Fuller- furnished local residents by the San 
ton, for Standard Oil Company of Joaquin Light and Power Co.” 
California; C. P. Cutten and R. W. On May 4, 1936, the Commission 
Duval, for Pacific Gas & Electric Co. issued its Order Instituting Investi- 
and San Joaquin Light and Power gation (Case No. 4124) on its own 
Corporation; C. L. Rowe, for city of motion into the reasonableness of the 
Fresno. Rules and Regulations, in so far as 

they relate to the quality or character 

By the Commission: On April 3, of natural gas served, of Pacific Gas 
1936, the city of Oakland filed its Ap- and Electric Company and San Joa- 
plication No. 20455, in which it peti- quin Light and Power Corporation. 
tions the Commission to declare null Both of these matters were finally 
and void and strike from its files Rule set for public hearing before Commis- 
and Regulation No. 2—Character of sioner Harris in San Francisco on 
Service—filed October 22, 1935, by August 26, 1936, written notice there- 
Pacific Gas and Electric Co., effective of being forwarded on August 18, 
December 1, 1935, and identified as 1936, to the two utilities involved, and 
Revised Sheet C. R. C. No. 473-G, in to the city attorneys of Oakland, San 
so far as said rule and regulation pur- Francisco, Sacramento, Stockton, San 
ports to fix and establish the heating Jose, Berkeley, Alameda, Fresno, and 
value of natural gas to be supplied to Bakersfield. 
its consumers, and to fix and establish Public hearing was held on these 
in lieu thereof the minimum heating matters at San Francisco on August 
value of natural gas to be furnished, 26, 1936, at which time they were con- 
pursuant to existing natural gas sched-  solidated for purposes of hearing. 
ules, on the basis of approximately Appearances were entered by the two 
1,150 B.t.u. per cubic foot. utilities involved, and by the cities of 

On April 17, 1936, the Commis- Oakland, San Francisco, Stockton, 
sion received a letter dated April 15, Marin County Board of Supervisors, 
1936, from the city clerk of the city and Standard Oil Company of Cali- 
of Fresno, stating that fornia. No one appeared for the city 

“By resolution of the Commission of Fresno. At this hearing the mat- 
of the city of Fresno, adopted at the ter was submitted, with the under- 

479 16 P.U.R.(N.S.) 
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standing that inasmuch as the city of 
Fresno had neglected to enter an ap- 
pearance, the proceedings would be 
reopened should the city of Fresno so 
desire. 

Although no direct request for the 
reopening of the proceedings was re- 
ceived from said city of Fresno, the 
Commission, on its own motion, is- 
sued its order reopening Case No. 
4124 and set same for further hear- 
ing before Commissioner Harris at 
Fresno, on September 23, 1936. 

A public hearing was held at Fresno 
on said date and the matter submitted. 

In its Application No. 20455, the 
city of Oakland alleges that the pres- 
ent natural gas rates of Pacific Gas 
and Electric Company were predi- 
cated upon the furnishing of natural 
gas with a heating value of approxi- 
mately 1,150 B.t.u. per cubic foot; 
that said Rule and Regulation No. 2 
permits said utility to lawfully supply 
its consumers with natural gas having 
a monthly average heating value of 
less than 1,150 B.tT.u. per cubic foot 
and as low as 900 B.T.U. per cubic 
foot ; that a reduction in heating value 
below that assumed in the fixing of 
rates results in an increase in rates; 
“that the minutes and records of said 
Railroad Commission do not show or 
indicate any formal action, finding or 
order upon the part of said Railroad 
Commission ordering the filing or ac- 
ceptance of said Rule and Regulation 
No. 2” ; that no showing was made by 
said Commission that such increase 
was justified, as required by § 63 (a) 
of the Public Utilities Act; and that 
said Rule and Regulation No. 2 pur- 
ports to authorize an unreasonable 
and unlawful discrimination by Pa- 


16 P.U.R.(N.S.) 


cific Gas and Electric Company be. 
tween localities and consumers. 

At the hearing in San Francisco, 
the city of Oakland, through its City 
attorney, read into the record a pre. 
pared statement, the purpose of which 
he stated was to direct the attention of 
the Commission to matters of record 
which are decisive of the application, 
In this statement, applicant claims that 
the operation of existing Rule and 
Regulation No. 2 of Pacific Gas and 
Electric Company “has for its result 
an increase in the charge for gas to 
consumers because decreased heat 
units increase the quantity of gas 
needed to perform an equivalent sery- 
ice, and with rates fixed on a volu- 
metric basis, increased use means in- 
creased total cost.”” The statement 
continues: “furthermore, the applica- 
ble sections of G. O. 58-A need only 
to be read to show that Rule No. 2 
fails to comply with the requirements 
of the General Order.” 

Said statement further claims that 
said Rule and Regulation No. 2 is in- 
valid for two reasons: 

1. That “it was not filed and ac- 
cepted by the Commission as required 
by § 63 (a) of the Public Utilities 
Act, as there was no showing before 
the Commission or finding by the 
Commission that the increase in 
charges which might result from the 
acceptance of the new regulation were 
justified.” 

2. That “The purported rule does 
not comply with the requirements of 
this Commission’s General Order No. 
58-A ‘Standards for Gas Service in 
the State of California,’ effective 
July 1, 1932.” 
and claims that said Rule and Regu- 
lation No. 2 authorizes unjust dis- 
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crimination between communities at 
the will of the utility, but applicant 
makes no contention that since the fil- 
ing or by reason of the filing of same, 
the utility has made an increase in the 
charge to its consumers. 

Applicant, city of Oakland, called 
no witnesses and introduced no fur- 
ther testimony than the prepared state- 
ment above referred to, together with 
a memorandum of “Excerpts from 
Standards for Gas Service—Circular 
of the National Bureau of Standards, 
No. 405—U. S. Department of Com- 
merce,” which was received as Exhibit 
No. 1. 

The utility, Pacific Gas and Elec- 
tric Company, through its attorney, 
contended that its present Rule and 
Regulation No. 2 is more restrictive 
upon the utility than the rule that was 
superseded, in that it limits the heating 
value of the gas to from 900 to 1,200 
B.T.U.S per cubic foot, whereas the 
superseded rule simply stated “natural 
gas” without limitation in heating 
value and that the filing of the present 
rule in nowise results in an increase in 
arate or charge for gas service to the 
utilities’ consumers. 

It contends, further, that no formal 
order or hearing under § 63 (a) of 
the Public Utilities Act was necessary 
to make such rule and regulation ef- 
fective, in that it was filed in the same 
manner as all of the utilities of this 
state have been informally filing revi- 
sions of their rules and regulations 
with this Commission for the last 
twenty years ; that said rule is just and 
reasonable and that same was filed and 
accepted by the Commission and is a 
valid and effective rule and regula- 
tion; that the rule in its present form 
accurately describes the character and 
(31) 
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quality of the gas available to the util- 
ity for use in supplying customer de- 
mands; that in practically all of the 
contracts under which the utility pur- 
chases natural gas in the fields it is 
obliged to take and pay for natural 
gas having a heating value of 900 
B.T.U. or more per cubic foot, the pur- 
chase price being the same regardless 
of the heating value; that the heating 
value of the natural gas produced in a 
state of nature is beyond the control 
of the utility and that there is no eco- 
nomic way in which the heating value 
of said gas can be altered to meet any 
particular specifications; that the set- 
ting up by the Commission of a stand- 
ard of quality for utilities higher than 
the normal range of the heating value 
of natural gas as now developed and 
which may be reasonably expected in 
the future would discourage the de- 
velopment of new fields, which de- 
velopment will be necessary to supply 
future demands for gas; that it is the 
purpose of the utility, in so far as is 
possible, to utilize the natural gas sup- 
plies available to it and to the fullest 
extent conserve and make economic 
and beneficial use of same; and, final- 
ly, that the utility has no intention 
whatsoever of seeking or taking a dis- 
proportionately large supply of rela- 
tively low heating value gas or gases, 
with the intent to reduce the heating 
value of gas which is supplied to its 
customers, nor of discriminating be- 
tween communities or classes of con- 
sumers. 

It contends, further, that although 
said rule and regulation does not 
strictly comply with Par. 11 of Gen- 
eral Order No. 58-A, wherein the lat- 
ter specifies that “Each gas utility 
supplying natural gas or hydrocarbon 
16 P.U.R.(N.S.) 
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gas for domestic, commercial, or in- 
dustrial purposes, shall file with the 
Commission as a part of its schedule 
of rates, rules, and regulations, the 
average total heating value of the nat- 
ural gas or hydrocarbon gas, together 
with the maximum fluctuation above 
or below the average total heating val- 
ue which may be expected of the gas 
supplied by it in each district, division 
or community served,” nevertheless 
the rule is in substantial compliance 
with said order; that there must be 
reasonable latitude in supplying nat- 
ural gas service and that a strict and 
literal interpretation of said order 
would be impracticable and impossible 
of enforcement. 

The utility called no witnesses and 
introduced but two exhibits, Exhibit 
No. 2—“San Joaquin Light and Pow- 
er Corporation Gas Department, 


Chronological Record of Preliminary 


Statement and Rule 2” and Exhibit 
No. 3—‘Pacific Gas and Electric 
Company—Gas Rule and Regulation 
No. 2 (Rule in effect immediately pri- 
or to introduction of natural gas and 
revisions to date).” 

Mr. Claude C. Brown, chief engi- 
neer of the Commission, was called as 
a witness on behalf of the Commission 
and testified regarding the introduc- 
tion of and change-over to the service 
of natural gas on the system of Pa- 
cific Gas and Electric Company, citing 
the applications and decisions in- 
volved, and as to the revisions and 
filings of Rule and Regulation No. 2 
of said utility. He also testified as to 
the quantities of gas served in the 
East Bay division of said utility, and 
that the average heating value of same 
has been well above 1,150 B.t.u. per 
cubic foot at all times since the incep- 


tion of natural gas service in said area, 
and quoted the corresponding Rule 
and Regulation No. 2 of other major 
gas utilities in California. 

He further testified that the filings 
and revisions of Rule and Regulation 
No. 2 of both Pacific Gas and Elec- 
tric Company and San Joaquin Light 
and Power Corporation had been reg- 
ularly filed in accordance with the 
Commission’s General Order No. 54, 
were all matters of public record, that 
no secret orders had been issued by 
the Commission, and pointed out the 
fact that continuously since the intro- 
duction of natural gas service in Fres- 
no, the average monthly heating val- 
ue of the gas served to the consumers 
in Fresno has been well above 1,150 
B.T.U. per cubic foot; that all of the 
natural gas served in said Fresno area 
has come from the North Dome of the 
Kettleman Hills field; that same is 
and continuously has been delivered 
from said Kettleman Hills field to the 
Fresno system of San Joaquin Light 
and Power Corporation by means of 
a 10-inch line owned and operated 
by Southern California Gas Company 
and that although there exists a 6-inch 
emergency interconnection between 
this 10-inch line and the 16-inch Pa- 
cific Gas and Electric Company’s But- 
tonwillow line, the valve in said 6-inch 
interconnection has been continuously 
closed, save for the period July 28, 
1932, to August 5, 1932, during which 
time the valve in the 16-inch Button- 
willow line south of said 6-inch inter- 
connection was closed and only Kettle- 
man gas was served to Fresno through 
said 6-inch interconnection; that San 
Joaquin Light and Power Corporation 
purchases the natural gas that it serves 
to its consumers in Bakersfield from 


16 P.U.R.(N.S.) 482 
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Southern California Gas Company, 
and that said gas comes largely from 
the Midway field, which varies in heat- 
ing value from 850 to 1,000 B.T.v. per 
cubic foot ; that the Bakersfield system 
and the Fresno system have no physi- 
cal connection ; that the utilities regu- 
larly report to the Commission the 
heating value of the gas that they 
serve and that the Commission engi- 
neers periodically check the apparatus 
used to determine said heating value. 

He further pointed out the difficulty 
of maintaining a closely regulated 
heating value of natural gas, due to 
the fact that the distributing utilities 
have no control over the operations of 
the producers and gasoline extraction 
plants, from whom they purchase 
their supplies of natural gas, which 
operations may cause wide variations 
in the heating value of said gas, and 
that a reasonable leeway or tolerance 
is therefore necessary in the rules and 
regulations of the utilities relating to 
said heating value. 

At the hearing in Fresno, the city 
of Fresno called three witnesses. One 
of these, Mr. E. H. Musser, deputy 
supervisor, division of oil and gas, 
state of California, testified that he 
had no personal knowledge of the 
heating value of the natural gas se- 
cured from Buttonwillow field but 
that he understood from hearsay that 
it was approximately 950 B.T.u. per 
cubic foot. The second witness, Mr. 
K. C. Patterson, Supervisor of Oil 
and Gas Leasing Operations, United 
States Geological Survey, Department 
of the Interior, testified that while he 
had no personal knowledge of the 
heating value of the natural gas se- 
cured from either Buttonwillow or 
Kettleman Hills fields, he had heard 
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that the heating value of the Button- 
willow field gas was in the neighbor- 
hood of 950 B.tT.u. per cubic foot, 
while that from Kettleman had varied 
from 1,050 to 1,200 B.T.u. per cubic 
foot. He stated that (Tr. page 108) : 

“They take gas from the—that is 
produced from several different zones ; 
we have what we call the white gas 
and the black gas zones and they com- 
mingle the gases and they get vari- 
ables, they cannot get a standard reg- 
ularly there because they commingle 
those gases and they have different 
properties.” 

The third witness, Mr. J. F. Dodge, 
professor in charge of the department 
of petroleum engineering, University 
of Southern California, testified that, 
in his opinion, the underground sup- 
ply of natural gas in the Kettleman 
Hills field is approximately seven and 
one-half trillion cubic feet (above 50 
pounds pressure) and although con- 
tinuously since 1930 this field has been 
physically capable of producing all of 
the gas that the compressor and trans- 
mission lines from it could handle, 
that other fields might have to be 
called upon to carry peak demands; 
that if a Thomas recording calorime- 
ter were allowed to get out of adjust- 
ment it would read incorrectly; that, 
in his opinion, a reasonable minimum 
heating value of the Kettleman Hills 
gas served in Fresno would be 1,075 
or 1,100 B.T.u. per cubic foot; that the 
record in his files of the heating value 
of Kettleman Hills dry gas, as fur- 
nished to him by others, varied from 
1,110 to 1,156 B.tT.u. per cubic foot; 
that the operation of gas appliances 
adjusted for 1,150 or 1,175 B.T.vu. gas, 
with 850 B.T.u. gas would be highly 
unsatisfactory ; that, in his opinion, it 
16 P.U.R.(N.S.) 
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is highly desirable to use gas from the 
dry gas fields to help carry peak de- 
mands. 

The utility, through its witnesses, 
introduced testimony to the effect that 
the natural gas which it furnishes to 
its consumers in Fresno, Madera, 
Chowchilla, Merced, Selma, Sanger, 
and contiguous territory is purchased 
from Pacific Gas and Electric Com- 
pany and has come entirely from the 
North Dome of Kettleman Hills, 
while the natural gas that it serves to 
its consumers in Bakersfield is pur- 
chased from Southern California Gas 
Company ; that there is no connection 
between the Pacific Gas and Electric 
Company’s Kettleman compressor sta- 
tion and the Southern California Gas 
Company’s 10-inch line that serves 
Fresno, and no connection between 
the 16-inch Pacific Gas and Electric 
Company’s Buttonwillow line and 
said Southern California Gas Com- 
pany’s 10-inch line, other than the 
6-inch emergency interconnection re- 
ferred to in previous testimony; that 
it would be physically impossible to 
bring gas north from Buttonwillow, 
mix it with Kettleman gas in said 
compressor station, and transmit it to 
Fresno through existing facilities; 
that nothing but straight Kettleman 
Hills gas has ever been delivered to 
Fresno; that any gas from Button- 
willow and Semitropic is and always 
has been commingled and mixed, at 
the compressor station, with Kettle- 
man Hills gas and transmitted north 
through the Pacific Gas and Electric 
Company and Stanpac lines for deliv- 
ery to the consumers of Pacific Gas 
and Electric Company in the north 
and to Standard Oil Company and its 
subsidiaries and that none of it was 
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delivered to Fresno; that the calori- 
meters of the San Joaquin Light and 
Power Corporation are carefully 
maintained and tested each week and 
kept in proper adjustment; and that 
the average monthly heating value of 
the natural gas delivered in Fresno and 
Bakersfield and, as recorded by the re- 
cording calorimeters during the peri- 
od January, 1932, to August, 1936, in- 
clusive, varied from a minimum of 
1,152 to a maximum of 1,212 B.1.v, 
per cubic foot in Fresno, and from a 
minimum of 950 to a maximum of 
1,069 B.T.U. per cubic foot in Bakers- 
field. 

The issues in these proceedings are 
whether or not the existing Rules and 
Regulations No. 2 of Pacific Gas and 
Electric Company and San Joaquin 
Light and Power Company 

1. Were properly filed with the 
Commission ; 

2. Are lawful and effective rules 
and regulations ; 

3. By their filing constitute an in- 
crease in gas rates; 

4. Authorize unlawful and unrea- 
sonable discrimination between locali- 
ties and consumer ; 

5. Have been fully complied with 
by the utilities ; 

6. Have resulted in the furnishing 
to Fresno consumers of other than 
Kettleman natural gas; 

7. Are in compliance with General 
Order No. 58-A. 

[1, 2] The evidence in the record 
of these proceedings indicates that in 
the cases of both utilities, the existing 
rules were filed with the Commission 
and put into effect in full and proper 
accordance with the Commission’s 
General Order No. 54, and are there- 
fore lawful and effective rules and 
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regulations. In both cases the rules 
which were superseded by the existing 
rules specified merely “natural gas” 
without limitation as to the heating 
value of the gas served, so that the 
limitations as to heating value as set 
forth in the existing rules increase 
rather than decrease the minimum al- 
lowable heating value of said gas and, 
therefore, do not constitute an in- 
crease in gas rates. There being no 
increase in rates or charges, no show- 
ing or finding was necessary to make 
the rules effective under § 63 (a) of 
the Public Utilities Act. 

The existing rules, setting forth as 
they do the maximum and minimum 
heating value of the natural gas 
served on: the system of each utility, 
are more restrictive in range than the 
rules which they superseded and, 
therefore, are less discriminatory than 
were the rules that they superseded. 


As to the quality of the natural gas 
that the utilities are and have been 
serving under these rules since they 
became effective, the record clearly 
indicates that the heating value there- 
of has been well above the minimum 
limits specified in the rules, and that 


the consumers in Fresno have re- 
ceived none other than straight Ket- 
tleman Hills natural gas, with the ex- 
ception of 1,823 thousand cubic feet 
of 950 B.t.u. Diesel gas manufactured 
in the standby plant in 1935. 

(8, 4] The record further discloses 
the fact that although neither of the 
tules is in strict compliance with the 
provisions of General Order No. 
38-A, in that they do not specify the 
average total heating value of the nat- 
ural gas to be served together with 
the maximum fluctuation above or be- 
low said average which may be ex- 
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pected of the gas supplied in each dis- 
trict, division or community served, 
there exists an entire lack of control 
by the utilities over the heating value 
of the natural gas delivered to them 
by the gas producers and gasoline ex- 
traction companies from whom they 
purchase their supplies of said gas. 
And, further, that the heating value 
of said natural gas varies from time 
to time, depending upon the particu- 
lar gas fields from which it is drawn 
and upon the operations of the pro- 
ducers and extraction companies in 
said fields; that a number of the re- 
cently discovered additional sources 
of natural gas contain dry gas of a 
lower heating value than that secured 
from Kettleman Hills field; and that 
in view of these facts it is essential 
that there be allowed a certain leeway 
or tolerance in the formulation and 
interpretation of rules and orders 
governing the quality of natural gas 
served under said rules and orders. 

This Commission has, in the past, 
and will continue in the future, to 
keep closely in touch with the quan- 
tity, heating value, and cost of the 
natural gas purchased by these utili- 
ties from their various sources of 
supply, to the end that no prejudice 
may result to the consumers to whom 
the gas is served. 

The order herein will require that 
the utilities render monthly reports to 
the Commission of the quantities of 
natural gas purchased, designating 
the various sources of supply and the 
purchase price for same. It will also 
require that Rule and Regulation No. 
2 of each of the two utilities shall be 
so revised as to set forth the maxi- 
mum and minimum limits between 
which the average monthly heating 
16 P.U.R.(N.S.) 
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value of the natural gas served may 
be expected to vary in each portion of 
its system having different limits, it 
being the understanding that if and 
when the utility determines that it 
will be unable to further maintain 
said limits it will formally present the 
matter to the Commission. 

Appropriate steps will be taken by 
the Commission to make these re- 
quirements uniform for all the gas 
utilities in the state. 


ORDER 


The city of Oakland having peti- 
tioned the Commission to “declare 
null and void and therefore strike 
from its files all that portion of Rule 
and Regulation No. 2—Character of 
Service—filed October 22, 1935, by 
Pacific Gas and Electric Company, 
and bearing the designation ‘Revised 
Sheet C.R.C. No. 473-G,’ which pur- 
ports to fix and establish the monthly 
average heating value of gas supplied 
on regular schedules, where natural 
gas is specified, between 900 B.T.Uv. 
and 1,200 sB.t.u. (dry basis) per 
cubic foot, and fix and establish in 
lieu thereof the minimum heating 
content of natural gas to be furnished 
pursuant to existing natural gas 
schedules, on the basis used in the fix- 
ing of said schedules ; that is, approxi- 
mately 1,150 B.t.u. per cubic foot,” 
and the Commission having, on its 
own motion, instituted an investiga- 
tion into the reasonableness of the 
Rules and Regulations, in so far as 
they relate to the quality or character 
of natural gas served, of Pacific Gas 
and Electric Company and of San 
Joaquin Light and Power Corpora- 
tion, hearings having been held, the 


proceedings having been submitted 
and being now ready for decision, 

The Railroad Commission of the 
state of California hereby finds as a 
fact: 

1. That the existing Rules and 
Regulations No. 2 of Pacific Gas and 
Electric Company and San Joaquin 
Light and Power Corporation were 
properly and lawfully filed with the 
Commission. 

2. That said rules and regulations 
are therefore lawful and effective rules 
and regulations. 

3. That the filing of these rules 
and regulations did not constitute an 
increase in gas rates. 

4. That said rules do not authorize 
unlawful and unreasonable discrim- 
ination between localities and con- 
sumers. 

5. That said rules have been fully 
complied with by said utilities, in that 
the heating value of the gas served by 
said utilities under said rules has been 
well above the minimum limits speci- 
fied therein. 


6. That the San Joaquin Light and 
Power Corporation has at no time 
served to its consumers in the city of 
Fresno any other gas than straight 
natural gas from Kettleman Hills oil 
field, with the exception of 1,823 
thousand cubic feet of 950 B.T.v. 
Diesel gas manufactured in the 
Fresno standby gas plant in the year 
1933. 

7. That said Rules and Regulations 
No. 2 are not in strict compliance with 
General Order No. 58-A of this Com- 
mission. 

Basing its order on the foregoing 
findings of fact, and on such other 
findings and statements of facts as are 
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st forth in the opinion preceding. 


this order, or in this order, 

It is hereby ordered that Applica- 
tion No. 20455 be and it is hereby dis- 
missed. 

It is hereby further ordered that 
Pacific Gas and Electric Company 
and San Joaquin Light and Power 
Corporation shall file with this Com- 
mission, starting with December, 
1936, monthly statements showing the 
quantities of natural gas purchased 
during the preceding month, and the 
purchase price paid for same from 
each of its sources of natural gas sup- 
ply. 

It is hereby further ordered that 
Pacific Gas and Electric Company 
and San Joaquin Light and Power 


Corporation shall each file with this 
Commission, on or before December 
1, 1936, a revision of its gas Rule and 
Regulation No. 2, setting forth there- 
in the maximum and minimum limits 
between which the average monthly 
heating value of the natural gas 
served may be expected to vary for 
each portion of its system having dif- 
ferent limits, said variation being 
limited to 100 B.T.u. per cubic foot 
of natural gas. 

Except as otherwise provided, the 
effective date of this order shall be 
twenty days from and after the date 
hereof. 

Carr, Commissioner: I concur in 
this order. 
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Re Arizona Power Company 


[Docket No. 6424-E-516, Decision No. 8641.] 


Valuation, § 383 — Water rights — Ownership in fee simple. 
1. A water right owned by an electric utility company in fee simple, acquired 
before the passage of various laws tending to restrict proprietorship in such 
rights, has a substantial value to the company either from its present use 
as a principal power source or as an actual asset which would likely find 


a ready sale, p. 490. 


Valuation, § 193 — Property used or useful — Tunnels — Dams. 
2. Tunnels, dams, and other improvements required for the conduct of 
water from its point of diversion to where it is utilized at power plants 
should be included in the rate base of an electric utility, p. 490. 


Valuation, § 193 — Property used or useful — Roads and bridges — Relation 


to power project. 


3. A system of roads, trails, and bridges required for the operation of 
electric utility property in connection with a hydroelectric plant and the 
estimated cost of securing transmission line and rights of way should be 


included in the rate base, p. 490. 
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Depreciation, § 51 — Electric utility. 


4. An annual retirement reserve of a specified amount or 1 per cent of 

the cost new of the depreciable property, whichever should be greater, was 

approved in determining rates of a hydroelectric utility company, p. 491, 
[October 19, 1936.] 


| grec eon ge by the Commission on its own motion for the 
purpose of fixing electric rates, rules, and regulations; new 
rate schedules approved. 


APPEARANCES: Hon. A. I. Win- 
sett, Deputy Attorney General, Crane 
& Darcey, Accountants, and Head- 
man and Ferguson, Engineers, for the 
Commission; Francis D. Crable, 
Armstrong, Kramer, Morrison & 
Roche, by R. Wm. Kramer, L. D. 
Van Dyke, Engineer & Appraiser, L. 
V. Sears, Vice President & General 
Manager for the company, Malcolm 
Bridgewater, General Superintendent 
for the company, and Norman H. 
Ofsthun, Engineer, for the respond- 
ent; T. J. Byrne, City Attorney, ap- 
pearing for the city of Prescott. 


By the Commission: This case 
was instituted by the Commission on 
its own initiative for the purpose of 
ascertaining the value of the property 
of The Arizona Power Company, and 
to secure such other facts as might be 
relevant in a review of the rates of 
said company. 

Engineers and auditors were em- 
ployed by the Commission, hearing 
was had pursuant to due notice, briefs 
are now filed, and the matter is ready 
for disposition. 


Identity of Respondent Company 


The identity of respondent and the 
salient facts of its corporate history 
are indicated in the following, quoted 
from the comments accompanying the 


audit report presented by the Commis- 
sion’s witnesses : 

“The Arizona Power Company 
was incorporated under the Laws of 
Maine in the year 1907 to do a gen- 
eral light, gas, and power business. 
This company has been operating con- 
stantly in the territory and state of 
Arizona since 1908. 

“Prescott Gas & Electric Company 
was incorporated under the Laws of 
Maine in the year 1910 to do a gen- 
eral light, gas, and power business. 
This company, while under the control 
of The Arizona Power Company, op- 
erated under its corporate name until 
the year 1922, when absorbed by the 
controlling company. 

“Arizona Steam Generating Com- 
pany was incorporated under the 
Laws of Arizona during the year 
1917, the same being owned and op- 
erated by The Arizona Power Com- 
pany. 

“August 30, 1922, the president of 
The Arizona Power Company entered 
into a financing agreement whereby 
the three above companies were re- 
quired to consolidate. Since the year 
1922 all business and operations have 
been conducted under the corporate 
name, ‘The Arizona Power Company.’ 

“Annual reports on file with the 
Commission indicate that the con- 
solidation was authorized during 


16 P.U.R.(N.S.) 488 





Nove 
uary 
i | 
mon’ 
sume 
Com 
holdi 
oper 
trust 
Com 


RE ARIZONA 


November, 1922, and effective Jan- 
vary 1, 1923. 

“During the year 1929 the Com- 
monwealth Utilities Corporation as- 
sumed control of The Arizona Power 
Company. Subsequent thereto the 
holding and operating companies were 
operated under trusteeship. The 
trusteeship of The Arizona Power 
Company was terminated on or about 
October 1, 1935.” 

The receivership became effective 
January 7, 1934, and continued until 
July when the receiver qualified un- 
der the newly enacted Bankruptcy 
Act, as trustee, the trusteeship being 
terminated September 30, 1935. In 
the interim between the closing of the 
auditor’s report and the date of the 
hearing, the Commission, in another 
proceeding, granted an application by 
the reorganization committee for con- 
firmation of the plan of reorganiza- 
tion which terminated the trusteeship. 
The company was reorganized as The 
Arizona Power Corporation, to which 
the property was conveyed and which 
assumed the assets, liabilities, and ob- 
ligations of its predecessor. 

It was stipulated in the case at hand 
that the property and business under 
investigation had been preserved in- 
tact under the succession of recent 
corporate changes above outlined, and 
that The Arizona Power Corporation 
assumes the burden of meeting the 
obligations of respondent in this case. 

The city of Prescott, where re- 
spondent maintains its general office 
and where it centers its operating ac- 
tivities, is the county seat of Yavapai 
county, and is much larger than any 
other community in the territory 
served. Power is derived from two 
hydro plants on Fossil creek, a tribu- 
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tary of the Verde river, some fifty 
miles distant from Prescott, and the 
company also maintains a steam plant 
for standby service, this plant being 
near Clarkdale. The transmission 
lines to Prescott and elsewhere extend 
through a mountainous country, dif- 
ficult of access, and the total network 
of the lines, amounting to some three 
hundred miles, in addition to serving 
Prescott, also reaches as far as Ash 
Fork and Seligman to the north, 
forty miles distant to the county line 
to the south and to numerous small 
communities and mining properties. 

Between the closing date of the ap- 
praisals and the date of the hearing 
further extensions of respondent’s 
service were made to Flagstaff and to 
Wickenburg. 

Gas supplied from a local plant is 
served in Prescott. 


Value of Property 


Engineers for the Commission and 


those appearing for respondent dif- 
fered widely in their respective es- 
timates of the cost of reproducing the 
property. Voluminous reports were 
filed by each and the matter was the 
subject of extended treatment in 
briefs. The following tabulation is a 
comparison of the estimates of repro- 
duction cost new and reproduction 
cost less depreciation, as determined 
by the two engineers. The figures in- 
clude estimated working capital. 
Electric Property 

New  Depreciated 
Respondent’s engineers $7,268,082 $6,614,878 
Commission’s engineers 4,566,359 3,976,290 
$2,701,723 2,638,588 

Gas Property 
Respondent’s engineers $404,413 
Commission’s engineers 277,122 215,457 
$127,291 $143,535 
16 P.U.R.(N.S.) 
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Entirely different bases were used 
by the two engineers in classifying 
and grouping the property in their re- 
spective reports, which adds to the 
difficulty in determining where the 
principal differences exist, and the 
reason for the differences. While 
there is a wide disparity in the 
amounts assigned for undistributed 
construction costs and _ intangible 
items, it is evident that there are also 
substantial differences between the 
two reports with respect to tangible 
items as well. Without burdening 
this report with the minutiz of a de- 
tailed analysis and contrast of the 
methods used by the respective ap- 
praisers in assigning unit costs it is 
sufficient to say that, in general, and 
with certain specific exceptions which 
will receive further comment, our 
findings are based upon our engineers’ 
figures. 

[1] Water rights originally carried 
at the book figure of $3,901,521.25, 
and appraised by respondent’s wit- 
nesses at $700,264, were appraised by 
our witnesses at $250,000, an amount 
which we think inadequate and which 
we believe to be properly represented 
by $370,000. The right referred to is 
an ownership in fee simple of the 
waters of Fossil creek acquired many 
years ago before the passage of the 
various laws which now tend to re- 
strict proprietorship in such rights. 
There is no gainsaying the substantial 
value to respondent from the posses- 
sion of this right, either from its pres- 
ent use as a principal power source or 
as an actual asset which would likely 
find a ready sale. 

[2, 3] We will modify our en- 
gineers’ findings with respect to an- 
other group of items, comprised of 


certain tunnels, dams, and other im. 
provements required for the conduct 
of the water from its point of diver- 
sion to where it is utilized at the pow- 
er plants; together with a system of 
roads, trails, and bridges required for 
the operation of the property and for 
the estimated cost of securing trans- 
mission line and rights of way, con- 
cerning all of which it would appear 
that the Commission’s engineers 
omitted the items in whole or in part. 

The balance sheet as of August 31, 
1935, shown by “Exhibit A” of the 
report submitted by the Commission 
auditor shows fixed capital in amounts 
as follows: 


Electric 


$7,961,775.96 
181,067.56 


$8, 142,843.52 


Under the plan of reorganization 
perfected as of September 30, 1935, 
the fixed capital account was reduced 
to $5,408,775.46, and was not dis- 
tributed between the gas and electric 
properties. 

Giving effect to the conclusions 
reached in the course of our analysis 
of the evidence presented at the hear- 
ing, both with respect to estimates of 
reproduction cost and to book values, 
we find as a fair value for the adju- 
dication of rates the following 
amounts : 


$4,788, 179.00 
215,457.00 


$5,003,636.00 


Electric property 
Gas property 


Retirement Reserve 


Assuming that there should be some 
relationship between retirement re- 
serve balance and the actual deprecia- 
tion found by appraisers, it is evident 
that there is more nearly an agreement 
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of the various figures available with 
respect to depreciation and retirement 
reserve than was the case with the 
value of the property. 

The figures are as follows: 


Gas 
Respondent’s _wit- 
ness (10/1/35) $692,752 $45,421 $738,173 
Commission’s wit- 
ness (10/1/35) 620,544 61,665 
Retirement reserve 
balance (8/31/35) 553,987 22,609 


[4] In the application heretofore 
referred to for approval of the plan of 
reorganization, there was submitted 
in evidence a copy of the reorganized 
company’s mortgage, paragraph thir- 
ten of which relates to retirements 
and specifies in effect that there must 
be accrued to the retirement reserve 
annually either $55,000 or 1 per cent 
of the cost, new, of the depreciable 
property, whichever is the greater. 
We definitely confirm, at this time, 


Electric Total 


682,209 


576,596 


this provision of the mortgage which 
received our approval by implication 
when the general reorganization plan 
was accepted. 


Operations 


A summary of the revenues and ex- 
penses of the electric and gas proper- 
ties over recent years, as shown by 
the Commission auditor’s “Exhibit E”’ 
isas follows: 

Electric Department 
Net Operat- 
ing Income 
$257,406.60 

177,629.98 

156,363.32 

240,612.42 


107,220.87 


Revenues 
1931 $505,861.85 
1932 426,616.22 
1933 381,070.08 
= 468,782.61 228,170.19 
935 


(6Mo.) 231,602.55 124,381.68 


Gas Department 
193] $52,142.68 $45,071.59 
1932 47,493.85 43,881.18 
1933 42,988.46 40,122.52 
1934 43,058.89 40,531.16 


1935 
(6Mo.) 20,982.62 22,769.26 


Expenses 
$248,455.25 

248,986.24 

224,706.76 


$7,071.09 
3,612.67 
2,865.94 
2,527.73 
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From the supporting details con- 
tained in the audit report, it is found 
that of the total annual electric gross, 
in the neighborhood of $200,000 is 
derived from the sale of electricity 
for residential and commercial light- 
ing. Sales to other nonaffiliated elec- 
tric corporations amounting to $140,- 
830.30 in 1931 declined to $32,776.72 
in 1933, and are now increasing with 
the prospect of reaching or exceeding 
$50,000 annually. The remainder of 
the revenue is derived from the sale 
of electricity for power and miscel- 
laneous uses, under various classifica- 
tions, in amounts showing a ‘decline 
from the 1931 figures but with pros- 
pects of recovery somewhat parallel to 
that shown by sales to nonaffiliated 
electric corporations. 

In general the tendency has been 
toward an increase of gross, due ap- 
parently not only to the general busi- 
ness revival but in particular to a sub- 
stantial increase in mining, and no 
doubt it will be accelerated by the ex- 
tension of service to Wickenburg and 
Flagstaff. The expenses set forth in- 
clude retirement expense in about the 
amount which we have heretofore de- 
clared reasonable, and taxes in the 
amounts actually accrued year by 
year. 


Rates, Rules, and Regulations 


The respondent's rates have reached 
their present form by a process of 
evolution over a period of some twen- 
ty-five years. There are schedules 
which were issued to meet conditions 
which later disappeared, but which 
have never been canceled. In a num- 
ber of cases schedules which happen 
to be in effect by concerns taken over 
by The Arizona Power Company 
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were continued in effect, notwith- 
standing that the definitions and 
qualifications in the schedules were 
not consistent with corresponding 
general schedules of the company. 
Furthermore, we are of the opinion 
that there are too many alternative 
schedules for some classes of service 
and in some cases not sufficient dif- 
ferentiation between classes to justify 
separate schedules; therefore, we will 
take this occasion to simplify as far 
as possible these defects which have 
grown into the company’s rate struc- 
ture. 

There are also valid reasons for the 
belief that to some extent sales have 
been obstructed by the amount and 
the methods of application of the rate 
schedules. The company, reasoning 


along the same line, voluntarily adopt- 
ed certain promotional types of rates 


which, no doubt, have accomplished 
their purpose of increasing the volume 
of sales through a reduction in the 
prices charged. In this case in order 
to hasten this process and terminate 
the rate matters now before us, we 
will advance the effective date of the 
ultimate or objective rates which were 
issued as part of the general plan of 
promoting business. 

Wherefore: 

It is hereby ordered: (1) Effective 
with the bills issued by respondent on 
or about December 1, 1936, all of the 
company’s existing rates for gas 
and/or electric service shall be sus- 
pended and void and of no further 


effect, and in lieu thereof there shall 
be charged by respondent for its gas 
and electric service the rates set forth 
in the rate schedule accompanying and 
made a part of this opinion and order, 
and identified as Schedules Nos. 1 to 
18 inclusive; provided, that nothing 
herein shall be construed as changing 
in any way the force and effect of 
those certain contracts relating to the 
sale of power as between respondent 
and the town of Wickenburg, between 
respondent and Flagstaff Electric 
Light Company, between respondent 
and the city of Prescott with respect 
to street lighting, and between re- 
spondent and Smelter City Improve- 
ment Association. 

It is further ordered: (2) That on 
or before fifteen days from the date 
hereof the company shall file with the 
Commission for its review, a com- 
plete schedule of service rules cover- 
ing its practices with respect to collec- 
tions, extensions of service, the test- 
ing of meters, and other matters com- 
monly made the subject of general 
service rules which will be amended 
to meet the approval of the Commis- 
sion, and accepted by suitable minute 
entry of the Commission. 

It is further ordered: (3) That re- 
spondent shall file supplements with 
the Commission so as to maintain at 
all times a complete and detailed rec- 
ord of the facts serving as the basis 
for any adjustments of rates made to 
give effect to tax or fuel clauses au- 
thorized herein. 
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Public Utilities Commission of Utah 
(Public Service Commission of Utah) 


Utah Power & Light Company 


[Case No. 1531.] 


Discrimination, § 96 — Electric rates — Apartment building — Incidental lighting. 


Different electric rate schedules for service to tenants of apartment buildings 
when electric ranges are used than for service when such ranges are not 
used should not govern the type of rate schedule applicable for incidental 
electric service to apartment house owners or operators for porch, hall, 
and general basement lighting and for small motors, but the same rate 
schedule should be used for the same type of service to different apartment 


house owners or operators. 


[December 30, 1936.] 


( oe against electric rates for incidental service to 
apartment house owners and operators; complaint sus- 
tained and amendment to schedules ordered. 


By the Commission: On Novem- 
ber 27, 1936, some forty or fifty 
apartment house owners and opera- 
tors filed with the Commission a re- 
quest for revision of the schedules of 
Utah Power & Light Company, de- 
fendant in this case, in so far as they 
pertain to electric lighting service fur- 
nished apartment houses for porch, 
hall, and general basement lighting, 
and motors not exceeding two horse- 
power in rating. This request was 
referred to the Commission’s consult- 
ing engineer, Mr. Leonard Wilson, 
for investigation and report. 

On December 16, 1936, Mr. Wil- 
son, appearing as a witness on behalf 
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of the plaintiff in the above-titled 
case, stated that as a result of his in- 
vestigation he had found that certain 
apartment houses are now served for 
porch, hall, and general basement 
lighting, and small motors under 
Schedule No. 2-D, P. S. C. U. Tariff 
No. 6, and other apartment houses 
served for the same uses under Sched- 

ule No. 1-C, P. U. C. U. No. 6. 
Following Mr. Wilson, the plaintiff 
called as a witness Mr. W. F. Lang- 
ton, field secretary of the apartment 
house industry, who testified that the 
determination of the applicable sched- 
ule to apartment houses followed the 
fact of use by the tenants residing in 
16 P.U.R.(N.S.) 
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the apartment house and served di- 
rectly as customers of Utah Power & 
Light Company. In other words, 
when an apartment house is equipped 
with electrical refrigerators and not 
ranges, the incidental lighting service 
paid for by the apartment house own- 
er or operator is supplied under 
Schedule No. 2-D. When electric 
range service is furnished to the ten- 
ants of an apartment house the inci- 
dental lighting paid for by the owner 
or operator is charged under Sched- 
ule No. 1-C. 

The practice in applying the two 
different rate schedules is to classify 
the apartment houses under the re- 
spective schedules in the same manner 
as would be an individual dwelling. 
In so far as the electric service actual- 
ly furnished to the owner or operator 
of the various apartment houses and 
without regard to uses of electric 
service taken and paid for by the ten- 


ants themselves, the practice of using 
both Schedules Nos. 2—D and 1-¢ 
for exactly the same type of service 
to the apartment house owner or op- 
erator in the opinion of the Commis- 
sion should be discontinued. Appro- 
priate changes should be made in 
Schedules Nos. 2—D and 1-C so that 
electric service for apartment house 
lighting and small motor use in apart- 
ment houses of eight apartments and 
over will be served under the lower 
of said schedules; to wit, Schedule 
No. 1-C. 

There being no objection on the 
part of Utah Power & Light Com- 
pany an interim order to this effect 
will be entered without prejudice as 
to action taken concerning any other 
schedule or any other matters now 
pending before the Commission and 
to continue in effect until further or- 
der of the Commission. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Rochester Gas & Electric Corporation 


[Case No. 8908.] 


Security issues, § 123 — Authorization — Rehearing as to condition. 


A public utility company which has been authorized to issue securities on 
condition that no dividends shall be declared upon outstanding common 
stock or voting trust certificates until a pending rate proceeding shall have 
been concluded should not, after accepting the order and issuing the se- 
curities, be granted a rehearing on the question of Commission jurisdic- 


tion to attach the condition. 


[November 24, 1936.] 


16 P.U.R,(N.S.) 
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| pnohines by public utility corporation for rehearing on order 
authorizing security issues subject to stated conditions; 
rehearing denied. 


By the Commission: By order 
made in this case on September 23, 
1936, the Commission authorized the 
Rochester Gas and Electric Corpora- 
tion to issue, within a period not later 
than December 1, 1936, not to exceed 
$4,000,000 par amount of Series E 5 
per cent cumulative preferred capital 
stock, to consist of not to exceed 40,- 
000 shares of the par value of $100 
each, to be sold at not less than $102 
per share and accumulated dividends 
to realize proceeds of not less than 
$4,080,000 and to use the proceeds to 
retire by redemption, not later than 
December 1, 1936, at $105 per share 
and accumulated dividends, all of the 


corporation’s outstanding Series B 7 
per cent cumulative preferred capital 
stock, consisting of 40,000 shares of 


the par value of $100 each. Order- 
ing Clause No. 7 of the above order 
provided as follows: 

“7. That the authority granted by 
this order is upon the express condi- 
tion that the petitioner shall not de- 
clare or pay any dividends upon its 
outstanding common stock or upon 
the voting trust certificates which evi- 
dence such stock until the rate pro- 
ceeding (Case No. 8428) which is in 
progress against the said petitioner 
herein shall have been concluded.” 

The authority granted by the above 
order was conditioned upon the writ- 
ten acceptance thereof by the petition- 
er of all of the terms and conditions 
set forth in the order within ten days 
after the service upon it of a certified 
copy thereof. 
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The order was accepted on behalf 
of the corporation by E. C. Scobell, 
vice president, by acceptance dated 
September 28, 1936. Such acceptance 
contained no reservations, limitations 
or restrictions and did not in any way 
refer to any claim that any part of 
the order was considered illegal, im- 
proper or beyond the power of the 
Commission to impose. 

The authorized stock was sold as 
authorized as of October 1, 1936, to 
various parties at $102 per share and 
accumulated dividends. The verified 
reports of the issuance of the stock 
were filed with the Commission as of 
October 7 and October 20, 1936, the 
last report showing that all of the 
stock had been issued and sold. 

Ten days later or upon October 30, 
1936, the corporation filed a petition 
for a rehearing in respect to ordering 
Clause No. 7 of the order of Septem- 
ber 23, 1936, supra, requesting that 
that ordering clause be eliminated 
from the order. The petition for re- 
hearing alleges that the matters which 
the Commission was requested to de- 
termine in this proceeding were in no 
way related to the matters which the 
Commission has under consideration 
in Case No. 8428 (13 P.U.R.(N.S.) 
113) (rates); that the effect of the 
condition (ordering Clause No. 7) is 
to prohibit the company from fulfilling 
lawful obligations and the directors 
from exercising their rights and dis- 
charging the duties as prescribed by 
law, and that the action of the Com- 
mission in imposing this condition 
16 P.U.R.(N.S.) 
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was beyond its power and jurisdiction 
and unauthorized by any provision of 
law. 

This is a most unusual application. 
The company accepted the order as 
passed and issued the securities as au- 
thorized. Good faith requires that it 
comply with the terms of the accepted 
order. If it wished to raise any ques- 
tion regarding the order or any pro- 
vision thereof, it should have raised 
such question before it accepted the 
order and issued the securities. But 
when it accepted the order, no excep- 
tions were taken to any part of it. 
The company should not, over ten 
days after the securities have actually 
passed into the hands of others, at- 
tempt to have a part of the order set 
aside. If it could not in good faith 
accept the order in its entirety, it 
should have filed its protest and ap- 
plication for a rehearing then and 
there. The company is well aware 
that after securities have passed into 
the hands of innocent purchasers, they 
cannot be recalled. Quite obviously, 
the company intended to take advan- 
tage of the authority granted and ig- 


nore the conditions it did not want to 
comply with. Must the Commission 
proceed to deal with public utilities 
upon the basis that an unconditioned 
acceptance cannot be considered as 
made in good faith? 

If the company had notified the 
Commission that it could not comply 
with the terms of the order in good 
faith because it considered certain pro- 
visions as beyond its power to impose 
and had requested a rehearing, the 
case would be entirely different. 
Companies should understand that 
when they accept an order, they must 
comply with its terms and that they 
are not at liberty to comply with a 
part of the order and refuse to comply 
with another part. If they do not 
wish to accept the order and follow it 
out in good faith because they dis- 
agree with some provisions thereof, 
they should notify the Commission of 
such a fact and should not accept the 
order. 

The request for rehearing should 
be denied. 


All concur. 





16 P.U.R.(N.S.) 
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Johns-Manville Plans Large 
Expansion Program 


EFLECTING a constantly increasing volume 
Roi business, particularly in the building 
materials line, Johns-Manville Corporation has 
authorized the expenditure of $3,420,000 for 
additional manufacturing, mining and oper- 
ating facilities. This appropriation is in ad- 
dition to about $3,500,000 spent for additions 
and betterments during 1936. 

Manufacturing activities of the Corpora- 
tion and its subsidiaries are carried on at nine 
plants in the United States, one plant in Canada 
and one plant in Belgium. Its principal lines 
include roofings and a variety of building ma- 
terials, insulation materials for service in in- 
dustry where the conservation of heat or cold 
s desired and for use in buildings, friction 
materials for the automotive industry and for 
ndustrial uses, acoustical materials for the 
control of sound, and packings for industrial 
operating equipment. Other lines include dia- 
tomaceous earth products, materials for road 
and bridge construction, asbestos-cement pipe 
ior water distribution systems and various 
ndustrial uses, certain products for the elec- 
trical industry and asbestos fibre. 


Harvester Company Promotes 
Sales Executives 


= managerial promotions in the sales 
department of International Harvester 
Company have been announced by C. R. Mor- 
rison, vice-president, The changes are: the 
appointment of J. L. McCaffrey, former man- 
ager of domestic sales, as director of domestic 
and Canadian sales; appointment of W. 
McAfee, former manager of domestic motor 
truck sales, to succeed Mr. McCaffrey as man- 
“4 of domestic sales; and appointment of 

’. V. Moulder, former assistant manager of 
a Eastern district, to succeed Mr. McAfee 
as manager of dome stic motor truck sales. 


$13,500,000 Construction for 
Consumers Power Co. 


T= Consumers Power Company plans to 
spend $13,500,000 for construction and im- 
provement work in Michigan during 1937, ac- 
cording to Dan E, Karn, vice-president and 
general manager. 

Engineering estimates for the work and ap- 
proval of the expenditures call for an ap- 
propriation of $11,820,000 in the electric de- 
partment. Of this sum, $4,044,000 will be used 
to build new power plants to accommodate the 
rapidly rising demand for power, and $3,706,- 
W0 has been set aside for the construction of 
NeW rural lines. It is estimated that $1,017,000 
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will be used in the gas department. About 
$27,000 will be required for the heating de- 
partment, while approximately $600,000 will 
go for such general items as buildings, furni- 
ture and fixtures, and for automotive equip- 
ment, 

The company contemplates an increase of 
21,200 electric customers and 10,700 gas cus- 
tomers during the current year. This will 
bring the total number of electric customers to 
385,600 and gas to 193,000. It is estimated that 
1937 will see Consumers Power Company ex- 
tend approximately 2,780 miles of rural line 
to connect nearly 16,000 new rural customers. 

During 1936, electrical energy generated or 
purchased by the company amounted to 1,- 
489,221,708 kilowatt hours, and the company 
looks for an increase of 280,652,292, to a total 
of 1,769,874,000 for 1937. In the gas depart- 
ment, the company manufactured and pur- 
chased 8,360,663,000 cubic feet and estimates 
call for an increase of 1,260,092,000 cubic feet 
to a total of 9,457,474,000 for 1937. 


Increase Utility Demand for 
Steam Power Equipment 


= demand for new steam power equip- 
ment from such companies as Babcock & 
Wilcox Company and Combustion Engineer- 
ing Company, Inc., has expanded to such ex- 
tent within the last few months that deliveries 
on large special contracts cannot be promised 
in less time than a year, according to the Wall 
Street Journal. This stringency has developed, 
not through a lack of production facilities, but 
because of heavy demands upon the engineer- 
ing staffs of the leading producers. Orders 
for standard equipment, which do not require 
special engineering, can be filled as usual. 

Fuel equipment of all kinds has been ex- 
periencing increasing demand over the past 
year, with the rate speeded up considerably in 
the last several months. Reports of large out- 
lays planned for public utility central station 
work indicate several years of large contracts 
from this source. Advances in the technology 
of steam power engineering have encouraged 
many industrial plants to go ahead with mod- 
ernization programs. 


Ideal Commutator Dresser Buys 
Marshall Electric Company 


HE Ideal Commutator Dresser Company, 

Sycamore, Illinois, manufacturers of qual- 
ity electrical products, announce the acquisi- 
tion of the Marshall Electric Company of Elk- 
hart, Indiana, manufacturers of automatic 
regulators for voltage, current and speed con- 
trol of electrical equipment. The plant of the 
Marshall Electric Company at Elkhart is the 
only one of its kind devoted exclusively to the 
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manufacture of automatic voltage regulators. 

Operations of the acquired company will be 
transferred as rapidly as possible to Sycamore 
and consolidated with the main office, produc- 
tion, engineering, research and development 
departments of the Ideal Commutator Dresser 
Company. The Marshall Electric Company is 
an old, established concern, which occupies a 
leading position in the field of automatic vol- 
tage, current and speed control regulating 
equipment. 

The Marshall regulator patents are all in- 
cluded in the purchase, and the Ideal Commu- 
tator Dresser Company will continue to manu- 
facture and develop the full line. 


Appliance Sales Increased by 
Ohio Fuel Gas Company 


PPLIANCE Sales of the Ohio Fuel Gas Com- 

pany reached an all-time record in 1936, 

according to M. K. McKelvey, district sales 
manager. 

The total volume of appliance business in- 
creased more than 67 per cent over 1935. All 
types of gas equipment, including ranges, re- 
frigerators, commercial and house heating 
equipment and water heaters showed gains. 

Supporting the sales program during the 
past year was an extensive newspaper adver- 
tising campaign which was conducted in more 
than 140 newspapers in Ohio. 

The company is engaged in a sales campaign 
on automatic storage gas heaters in which they 
are competing with other utilities in a national 
sales contest. 


Electric Utility Industry 
Sets All-Time Records 
OWER output during the last year exceeded 


the 100 billion mark for the first time in 
history. Production 7 water power was 37 


billion kilowatt-hours, by fuels was 69 billions 
and power imported and purchased from other 
sources, 3 billions; making a total output for 
the industry of 109 billion kilowatt-hours, ac- 
cording to the Edison Electric Institute. This 
constitutes an increase of 144 per cent over the 
figures for the previous year and of 56 per 
cent over 1926. 

Total construction expenditures for 1936 
were estimated at $275,000,000, a gain of 43 
per cent over 1935. Plans now under way pro- 
vide for the adding of considerable generating 
capacity in 1937 and 1938. Generating capacity 
at the close of 1936 was estimated at 34,076,000 
kw of which 9,410,000 kw, or 28 per cent, was in 
water power stations, 24,026,000 kw in steam 
stations and 640,000 kw in internal combustion 
engine plants. 

The industry has been conducting such na- 
tional promotional programs as the “Better 
Light-Better Sight” codperative sales pro- 
gram, the “Electrical Housewares” and the 
rural “Running Water” campaigns. Another 
forward-looking activity, the “Kitchen Mod- 
ernizing” program to popularize the all-elec- 
tric kitchen and to promote kitchen planning 
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is under way. These campaigns are supported 
by all branches of the electrical industry and 
other interested agencies. 

More than 26,100,000 customers are now re- 
ceiving electric service. This represents an 
increase of nearly 800,000 customers durin 
the year and a gain of 6,000,000 during the 
past ten years. Of the customers newly con- 
nected during 1936, about 96,000 were farms. 

It is estimated that 915,000 farms were sup- 
plied with electricity at the end of 1936, or 
about 14 per cent of all farms having occupied 
dwellings and 21 per cent of all farms which 
had dwellings valued at more than ‘ 

The post-war growth of electricity used in 
the home continued during the past year. The 
annual residential use per customer in 1936 
(excluding farms) was 719 kilowatt-hours, or 
7 per cent above the 669 consumed by these 
customers in 1935. The annual revenue per 
kilowatt-hour for residence use continued 
downward to 4.69 cents, compared with 4.99 
cents in 1935, or a decrease of 6 per cent. At 
the close of the year, the unit cost of electricity 
in the average home was 46 per cent below 
1913, as contrasted with the cost of living 
which was 44 per cent above 1913. 


Cleveland Electric League 
Extends Services 


i important extension of services of the 
Electrical League of Cleveland through 
creation of a new electrical homes bureau is 
announced by J. E. North, president of the 
league. 

This new bureau, composed of electrical ex- 
perts, will provide consultation service, free of 
charge, to home builders or prospective home 
builders as well as to architects and contrac- 
tors and will check electrical specifications if 
requested. 

The league has set up standards for the 
“modern 6-point electrical home” which in- 
clude: adequate wiring, sight-saving lighting, 
step-saving kitchen, labor-saving laundry, win- 
ter air conditioning and exterior protective 
lighting. 


Predicts Utility Borrowing 
for Plant Expenditures 


HE decision of the North American Com- 

pany and the American Water Works & 
Electric Company—top units of two of the 
largest utility organizations in the country— 
to register with the Federal Securities and 
Exchange Commission under the utility hold- 
ing company act of 1935 was greeted in Wall 
Street as a prelude to extensive financing, in- 
cluding some borrowing for plant expendi- 
tures, according to Frederick Gardner, of the 
Associated Press. 

Outdistancing other recovery barometers, 
weekly consumption of electricity went above 
2,000,000,000 kilowatt hours in 1936 and stayed 
there, reaching a level about 16 per cent above 
the 1929 peak. 

Except for a temporary depression halt, the 
power industry saw its customers continue to 
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@ When 65 to 70 tons of sheets and plates 
are required for an installation, it’s impor- 
tant that the “right’”’ metal be used in 
order to insure long life and protection 
of the investment. 


That’s why Toncan Iron was selected and 
used for this 500,000 cubic foot gas holder 


the 
agh —it’s the “right” metal to use for lasting 
se service and low maintenance cost. 

Be This alloy of refined open-hearth iron, 
x: , copper and molybdenum offers greater 
bs resistance to rust than any other ferrous 
ac- material in its price class—makes Toncan 
| if Iron the economical material in the long 
h run for most types of structures. 
< The complete story of Toncan Iron—why 
ng, it resists corrosion, how well it performs in 
. sane service and how easy it is to fabricate with 

: A no material effect on its rust-resistance—is 


told and illustrated in “The Path to Perma- 
nence.” A copy will be sent upon request. 
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multiply. It has emerged from depression 
with more than 26,000,000 against 24,150,000 
in 1929, about 20,000,000 ten years ago and less 
than 4,000,000 in 1912. 

However, there was a lag in construction 
expenditures. Faced with the new peak in 
power consumption, the 1936 outlay was put 
at $275,000,000 compared with a low of $129,- 
000,000 in 1933, a peak of more than $900,000,- 
000 in 1930 and a yearly average of $50,000,- 
000 since 1921. 

With settlement of overhanging litigation 
and the TVA issue, Wall Street counts on a 
more normal spending pace to quicken the 
flow of orders to makers of electric equip- 
ment, copper, steel and construction supplies 
generally. 

Utility men see the Nation demanding more 
power. Home use has been stimulated by 
record sales of electric refrigerators, washing 
machines and other appliances. Rural electri- 
fication has become more important. Farm use 
of electricity contributed the biggest percent- 
age gain last year. 


International Business Machines 
Finds Recovery World-Wide 


A emerging from the depression 
created by the Great War of a generation 
ago was depicted in the comments of dele- 
gates from nineteen countries in North and 
South America, Australasia, Europe, and Asia 
to the International Business Machines Cor- 
poration’s recent convention in New York. 

In almost every instance, a reduction of un- 
employment is reported. Only three Continen- 
tal countries reported more unemployment in 
the first half of 1936 than they had in the 
corresponding 1935 period, and each of them 
showed a notable increase in employment in 
the last three months of 1936, according to 
J. E. Holt, European general manager. 

In Austria unemployment was reduced last 
year by 100,000 or 33 per cent. Germany faces 
a substantial problem to find skilled labor or 
even likely subjects for training. In England, 
also, there is a shortage of mechanics in in- 
dustry. In Sweden, on the contrary, where 
there has been practically no unemployment 
for several years, there is a particular short- 
age of office workers. Countries where new 
industries are being fostered also naturally 
feel a lack of skilled labor. In this class, 
Brazil, Mexico, Australia, and China are ex- 
amples. 


Two Illinois Utilities Plan 
$17,300,000 Expenditure 


LANT expenditures of $17,300,000 are sched- 
Pie for this year by the Commonwealth 
Edison Company and the Public Service Com- 
pany of Northern Illinois. 

Of this total the Edison budget accounts for 
$12,800,000 and that of Public Service of 
Northern Illinois for $4,500,000. Both amounts 
are substantially in excess of the expenditures 
for 1936. 
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Appliance Sales Increase 


oe tng of electric clocks last year mounted 30 
per cent over sales for 1935, according to 
Electrical Merchandising. 

A total number of 3,000,000 clocks, with a 
retail value of $12,000,000 were sold. Two 
million electrical refrigerators were distrib- 
uted against 1,568,000 in 1935, and sales of 
vacuum cleaners jumped to 1,488,251 from 1,- 
200,940. Flashlights sold aggregated 7,200,000 
against 6,000,000 the year before, while bat- 
tery sales numbered 175,000,000 against 165,- 
000,000 in 1935. 


$22,000,000 Expenditures by 
Connecticut Utilities 


pe utilities companies in Connecticut 
will spend more than $22,000,000 for plant 
and equipment improvement this year, com- 
pared with approximately $10,000,000 in 1936, 
according to estimates. The largest budget is 
that of the Southern New England Telephone 
Company, with a $7,000,000 improvement pro- 
gram, against $4,000,000 in 1936. 

Other utilities’ budgets for 1937 include Con- 
necticut Light and Power, $5,027,099; Hart- 
ford Electric Light, $3,900,000; Bridgeport 
Hydraulic Company, $2,000,000; Connecticut 
Power Company, $1,304,786; Derby Gas and 
Electric Company, $260,000; New Haven Gas 
Company, $137,120; Hartford Gas Company, 
$110,000, and Litchfield Electric, $61,620. 


Domestic Stoker Sales Show 
Marked Increase 


ROGRESS is clearly discernible in every phase 
P of operation in the coal mining industry, 
according to Coal Age. Production is up; 
underground mechanization has registered 
further marked gains; mechanical cleaning 
looms large in preparation-plant installation 
records; fatality rates promise to hit a new 
low. 

Output of bituminous increased 17 per cent 
and anthracite 5 per cent during the last year. 

Sales of stoker and pulverized-coal-firing 
units are showing marked increases. Small 
stokers are in the van of the upsurge, instal- 
lation of domestic and small commercial heat- 
ing services rising to an estimated total of 
80,500 in 1936, an increase of about 82 per cent 
over the 1935 total of 44,288 units. In com- 
parison, shipments of all classes of oil burn- 
ers in 1936 were only 40 per cent over 1935. 


West Penn Power Plans 
New Load Campaign 


fob 1937 load building campaign launched 
by the West Penn Power Company is de- 
signed to keep the Pittsburgh utility in front 
as the company having made the greatest gam 
in total power output since the depression. — 
Industrial sales, street lighting, domestit 
lighting, cooking, refrigeration, water hea’ 
and rural electrification are stressed in the 
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ADVANTAGES 
Telechron Motor Timing 
he high torque of the Telechron 
yor (an improved type) permits 
use of high torques and safety 
tors throughout the design of 
register. 
Reset Mechanism 
low-up resetting principle is 
. Full torque of motor is 
tilable automatically if needed 
insure positive reset. This gives 
wble protection against faulty 
wt and high demand. 
Mechanical Design 
Ibearings are permanently lo- 
ted, Corrosion-resisting materi- 
are used throughout. The 
vy plates are rigidly spaced 
locked. The strength and 
lity of construction will im- 
lately impress you. 
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NLY two years ago a new development —today the 
M-21 demand-meter register ranks as time tested 
and proved. 


With the M-21 register a reading is preserved for one 
entire month after it was originally taken. All during this 
month it is available for verification. This puts the read- 
ing and recording of demands on the same basis as kilo- 
watt-hours. 


The design of this M-21 register is based on the well- 
known M-20. And those essential features which have 
made the latter so satisfactory have been retained. In 
addition you get the cumulative-reading feature. 


If you have not seen or used this type of demand-meter 
register, be sure to get in touch with your nearest G-E 
sales office for further information, or write to the Gen- 


eral Electric Company, Dept. 6A-201, Schenectady, N.Y. 





NLABLE FOR FOLLOWING G-E WATTHOUR METERS, TYPES I-14, I-16, 1-18, 1-20, D-6, D-7, D-14, D-15, DS, IS-8, DS-19, BS-20, AND V 2. 
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company’s load building program. Approxi- 
mately $600,000 will be spent on development 
of rural lines. During the last year, the com- 
pany spent $670,278 in new line construction to 
serve 3,707 new customers. 


Increases Aluminum Production 


Te Aluminum Company of America has 
announced that it will increase production 
of aluminum at its plant in Alcoa, Tennessee. 
The company indicated the increase was made 
possible by Federal Judge J. Gore’s decision 
at Knoxville permitting the Tennessee Valley 
Authority to sell the company power from 
Norris dam. 


For Your Information 


ALPH C. Coxhead Corporation has issued a 
folder presenting the 1937 Mathematon 
calculating machine. The new model Mathe- 
maton, which eliminates or performs auto- 
matically many of the functions necessary to 
the operating of the ordinary calculating ma- 
chine, is equipped with a number of new ex- 
clusive features for division. Among the pub- 
lic utilities using the Mathematon are Brook- 
lyn Borough Gas Company, Consolidated Edi- 
son Company of N. Y., Inc., Consolidated 
Telegraph & Electrical Subway Company, 
Hartford Electric Light Company, Kings 
County Lighting Company, Nassau & Suffolk 
Lighting Company, New York & Queens Elec- 
tric Light & Power Company, Northern Union 
Gas Company, Public Service Gas & Electric 
Company and Queens Borough Gas & Electric 
Company. 
Demonstration of the Mathematon may be 
arranged by writing the Ralph C. Coxhead 
Corp., 17 Park Place, New York, New York. 


¥ 


§ tee Mercoid Corporation has issued its 
general abridged catalogue No. 100-D, 
covering Mercoid automatic controls for heat- 
ing, air conditioning, refrigeration and indus- 
trial applications. 

Every Mercoid control, it is pointed out, 
operates through permanently clean enclosed 
contacts by means of the Mercoid switch, an 
exclusive product of the Mercoid Corporation. 
The Mercoid switch is a hermetically sealed 
glass tube containing inert gases and mercury 
—totally unaffected by open arcing, oxidation 
or corrosion. 

Thermostats for room temperature control, 
relays, electric time switches, pressure limit 
controls, warm air furnace controls, lever arm 
and float-operated controls, and temperature 
limit controls of the direct-connected and re- 
mote stem types are fully described and il- 
lustrated. Combination pressure and low water 
controls, low water cut-outs, boiler feed water 
pump control, as well as controls for stokers, 
oil burners, and dampers are included in the 
descriptive material. The Mercoid’s line of 
magnetic valves for controlling oil, water, air, 
gas and steam and the various s of re- 
frigeration controls also are shown in this new 
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abridged catalogue. A copy may be obtained 
from The Mercoid Corporation, 4201 Bel- 
mont Avenue, Chicago, [llinois, 


¥ 


THE Exectric Light AND Power Inpusrtry iw 
THE Unitep States. Statistical Bulletin No, 
4, Publication No. E2. Edison Electric In 
stitute, New York, N. Y. 48 pages, 8} by 11 
inches, 47 tables, 11 charts. 30 cents to mem- 
bers, 75 cents to non-members. 


pal plants and covers the period since 1926, 
when the collection of national data was be- 
gun. In addition to showing the historical 
summary for the period 1926 to 1936 for the 
source and disposal of energy, the relation of 
generation and generating facilities and inter- 
connection facilities, the report contains a 
complete analysis of each of the several ma- 
jor classes of service rendered. Financial sta- 
tistics of the industry 5 aeagl in the Bulletin 
for the first time, including an income state- 
ment for the years 1932-1935. 

The Bulletin shows that all classes of the 
industry’s customers purchased 15.3 per cent 
more electricity in 1936 than in 1935 but paid 
only 7.7 per cent more for their service last 
year than in the preceding twelve months. 


¥ 


ProxiMATe Coat ANALYSES. By William C. 
MacQuown. Coal Information Bureau, Inc, 
Lessee, Pittsburgh, Pa. 100 pages, size 61 
by 102 inches, $5.00.* 

This publication contains proximate coal an- 
alyses on the majority of the mines in the 
United States, alphabetically arranged by the 
name of the mine, followed in each instance 
with the following data—location of mine 
(county and state), operator, name and ad- 
dress of selling agents, date and origin of 
analyses, as well as data on the condition of 
the sample, size, and seam, followed by the 
proximate analysis (moisturem volatile, car- 
bon, and ash) together with sulphur, british 
thermal units, and fusing point of the ash. Am 
alphabetical list of coal operators is also i 
cluded showing the names and location of 
mines (county and state), to be used in locat- 
ing the name of mine when operator only is 
known. flee 

Data is included on the description of the 
ultimate and proximate analyses of coal 
method used to determine the proximate 
analysis, to collect the sample, prepare the 
sample for analysis, and make the proximal 
coal analysis. a 

Any special or private analyses can be : 
in the same publication on ruled blank sheets: 


*Furnished free with each order for a of 
“Mac’s Coal Directory and Buyers Guide” at $10.00. 
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Are your distribution transformers 
of the CLOSED COIL or OPEN COIL type? 


@ For the benefit of those who are not familiar with the two 
types of construction, we will describe them briefly: 


@ A distribution transformer coil consists of many turns of 
wire, which are usually wound helically on concentric layers. 
In the closed type many such layers are wound tightly to- 
gether with only solid insulation between them. As distin- 
guished from this consider the OPEN OCOIL, a Pennsylvania 
development: 


@ Every layer of winding is separated from the adjacent one 
by vertical spacers as well as solid insulation. These spacers 
form vertical ducts adjacent to each layer of winding (hence 
the name, OPEN COIL). The ducts permit treatment of coils 
in varnish, instead of compound. During the treating process 
air is circulated through the ducts ... and the varnish is 
thereby oxidized and hardened. A COIL SO TREATED IS 
NEVER SOFTENED BY HOT OIL, and retains its full elec- 
trical and mechanical strength under the heaviest overloads. 


This truly important Pennsylvania development deserves the attention of 
utility executives interested in more reliable, ical power distribution. 





Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
| an ae ae 


*. 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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FOLLOW THE EA 
BUSINESS LEADERS! 


ae is bbleiidos 
eo demand for 











What a difference 
Royals make! 


Letter-perfect typing! You'll notice 
that the first time you sign your mail! 
Next, you'll realize that your work, 
every executive’s work, is done faster! 
Here is performance that cannot be 
duplicated. Shift Freedom, Touch Con- 
trol*, Finger Comfort Keys, and many 
other improvements are exclusive with 
the Easy-Writing Royal, developed by 
Royal for the sole use of Royal owners. 
Invite a demonstration. In your own 
office .. . Compare the Work! 


ROYAL TYPEWRITER COMPANY, Ine. 


2 Park Ave., New York ») J Aan 
Factory: Hartford, Conn. | | | Kk W R | | | } 
World’s largest company devoted exclusively : A 


0 manufacture of typewriters. Makers also of 
the Royal Portable for student and home use. 


*Trade-mark for key-tension device 
Copyright, 1937, Royal Sypeeriter Company, Inc 


——— 
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BARCO | 


Portable, Powerful 


GASOLINE 
HAMMER 


Not HOW MUC 
but HOW LITTL 
it Costs 


After investigating BARCO'® || 
low-cost performance you 
agree with an important mi 
dle west power company ga 
superintendent who says: “It 
difficult to realize now, hoi 
we ever got along without th 
equipment.” 


Winter or summer—always 0 
the job. 


BARCO MANUFACTURING ¢ 


1803 Winnemac Avenue 
Chicago, Ill. 
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Have you this new 
cyclopedia of papers? 


4 


Larger than ever in content — but only 5% x 8'4 inches in size. Section One 
shows Bonds, Ledgers, Writings and other papers for office use; Section Two 
has samples of Cover papers (including the new Dura-Glo Cover) and Offset. 


GET YOUR COPY OF THE NEW 
HAMMERMILL COMPREHENSIVE 
SAMPLE BOOK 


Here’s the Fourth Edition of a book 
that’s a stand-by in many an office. Its 
221 pages sample the widest range of 
moderate-priced papers made by any one 
manufacturer for advertising printing 
and general office use. All the Hammer- 
mill lines are shown—in their different 
colors, finishes, and weights. Whether 
you’re ordering paper for letterheads, for 
a new catalog, or for your file cards, this 
book will show you a suitable grade 
and item. 

This new Sample Book is in two sec- 
tions, bound for easy, quick, convenient 


use. Printers say it is one of the most 
practical aids they ever had. 

Send the coupon for your copy. If you 
have a copy, get it out on your desk right 
away and keep it there for constant 
reference. 


FREE—NEW HAMMERMILL 
COMPREHENSIVE SAMPLE BOOK 


HAMMERMILL PAPER COMPANY 

Erie, Penna. “p.U.F.-3-4 
Please send me the new Hammermill 
Comprehensive Sample Book. 


Position a 


! 
I 
1 
1 
! 
! 
' 
| Name_ — 
! 
' 
' 
! 
1 
1 
' 


(Please attach to your business letterhead) 
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HE 
CAN’T 
TAKE 
IT! 


BELOW THE WATER LINE 





These are the Facts—No Boiler Can Operate Safely, Economically, or For yA Length 
Of Time If The Water Level Is Not Continuously maintained. Low Water Conditions 
are dangerous and costly. Kisco will save you money over your present method of 
Handling condensate and make-up water, guaranteeing results. 


Why Continue To Waste What Kisco Users Are Saving? 


KISCO RETURN-TO-BOILER SYSTEMS and KISCO 
AUTOMATIC WATER FEEDERS 


Are being used today in thousands of estab- 

lishments just like yours. A Kisco Return- 

to-Boiler System handles both high and low a 
pressure condensate; also vacuum under cer- 

tain conditions, and automatically adds new : 
make-up water to maintain a uniform water 

level at all times. It is controlled through 

the famous Kisco “Balanced-Lever” Com- 

bination Switch, and is supplied with low 

water bell alarm or fuel cutoff. This installa- 

tion is guaranteed to save you money over 

any system you might be using. 


Other “Guaranteed Savings” 
Kisco Boiler Devices Include: 


The Kisco Water Regulator. The Kisco 
Boiler Watchman with Remote Control 
and Alarms. Kisco Flueless & Cabinet Gas 
Boilers. 


Write For Bulletin P.U. 137 
KISCO BOILER & ENGINEERING CO. 
4333-35 DUNCAN AVE., ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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There’s pipe pioneering in the multiple extruded outlets, 


REASONS SAYING short 90° bends and complicated structure of the prefabri- 
“GIVE THE PL © GRINNELL” cated unit shown above. Its specifications were typical of the 
many that bring one answer to the minds of engineers .. . 

ADVANCED PLANT FACILITIES “a job for Grinnell!’ 


KNOWLEDGE OF TO-DAY’S Grinnell’s advanced plant facilities made this pioneering 


CONDITIONS 


INTERPRETATION OF IDEAS 
AND PLANS 


THOROUGH TESTING 
EASY, RAPID ERECTION 
ECONOMY IN COST AND LABOR 
DELIVERY ON SCHEDULE 


WORK QUALIFIED FOR 
“@ 


possible. But the engineers who gave us this job reaped 
other benefits. Delivery on schedule. Easy, rapid erection. 
Thorough pretesting. A unit that is insurable. 

The requirements of your prefabricating job may be en- 
tirely different from those of the steel company for which 
this unit was built. But whether you want high pressure, 
low pressure, high temperature or process piping, the advan- 
tages at the left should prompt you to say, “Give the plans 
to Grinnell’. . Grinnell Company, Inc., Executive Offices: 
Providence, R. L Branch Offices In Principal Cities. 


GRINNELL 


WHENEVER PIPING INVOLVED 
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WE KNEW HIM WHEN 
| HE RAN A MACHINE INSTEAD OF A PLANT 


| Thousands of Socony-Vacuum’s Business Friendships Date Back 
To the Time When Today’s “Big Boss” Ran a Machine. He 
| Asked for Correct Lubrication Then ... He Insists on it Today. 

































| 





Thirty and Forty Years Ago, 
Men Working at Machines 
Knew Only One Brand of 
Lubricants — Gargoyle 
Lubricants. 


ANY of the men who have “come 
up through the Shop” to head 
America’s great industrial enterprises, 
still recognize but one name for “Cor- 
rect Lubrication” — Gargoyle Indus- 







American Industries. Plant manage- 
ments and plant personnel will tell you 
that this is the most effective combina- 
tion in reducing power generating 
costs, lessening maintenance expense, 
improving operations, cutting the an- 
nual lubrication bill. 


It will pay every Public Utility execu- 
tive to talk with the Socony-Vacuum 
Representative when he calls .. . to 
urge capable plant staffs to find out 
how to take advantage of these bene- 
fits . . . put them to work increasing 
annual returns on machinery invest- 





y , ment. 

. trial Lubricants. 

e That’s largely due to the fact that 
Gargoyle Lubricants are backed up by Ask the Socony-Vacuum Man 
knowledge and experience that can’t 

be matched anywhere . . . sold by men I WHY power costs so much. 





who are trained in their side of the job 
of putting the right lubricants to work 
in the right place, in the right way. 


This wide-spread acceptance for 
Socony-Vacuum Products and Service 
is found in over a hundred different 


2 HOW to cut down your annual 
maintenance costs. 

3 WHERE to speed up daily pro- 
duction schedules, 


M4 WHAT will lower oil costs. 




















RCO 


SOCONY-VACUUM (288%) soxe: 
Lubricants FOR 
INDUSTRIAL LUBRICATION —_ INDUSTRY 


71 Years’ Lubricating Experience . 





. . the Greatest in the Oil Business 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 





DAVEY LINE CLEARING SERVICE 


Tailored to Measure 


If you follow a certain style in trimming 
trees back from your wires, you don't need 
to fear that Davey men cannot duplicate it 
for you. They know them all: 


e@ Top Clearance 
e Drop Crotching 
e@ Side Clearance 
e@ And What Have You 


Davey service is a flexible thing, for Davey 
men constantly vary their technique to com- 
ply with special desires or circumstances in 
different sections of the country. Such a 
service should please you. Call a Davey 
representative, today. 


THE DAVEY TREE EXPERT CO. KENT, O10 


DAVEY TREE SURGEONS 
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No. 20 of a series of messages to Public Utility executives pointing out op- 
portunities for load-building by promoting the use of electric arc welding. 


If they make material handling 
equipment 


TALK PAY-LOAD and GET PAY-LOAD 


Built of steel by shielded-arc welding, trucks, mules, 
conveyors, shovels, cranes, hoists, etc., cost less to 
build and less to operate because their weight is 
pared to a minimum. Hence, this equipment can be 
profitable to build and profitable to sell. What bet- 
ter inducement could a manufacturer want to change 
over to this modern design? Talk it up and watch 
your K.V.A. curve go up! 


Calling on metal products manufacturers, your men 
are in a splendid position to promote the use of arc 
welding as applied to hundreds of machinery parts 
and products. By dropping a hint or passing on a 
practical idea occasionally, they will contribute 


—— a a materially to this electrical manufacturing crusade. 


Lincoln engineers are con- Would you care to have a Lincoln representative 
tributing their services to call to give you the outlook of things in your own 
the instruction of power area? Just get in touch with THE LINCOLN 
salesmen, periodically, in ELECTRIC COMPANY, Dept. YY-361, Cleve- 
the various phases of arc land, Ohio. Largest Manufacturers of Arc Welding 
welding application. These Equipment in the World. 

blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so 
that they can discuss it in- 
telligently with prospects. 
Are you interested in se- 
curing this service? Just 
get in touch with our main 
office in Cleveland, Ohio. 


 LONICOLs 
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* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 


5,000 to 10,000 lbs. of electrodes per year. 
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37 INTERNATIONALS serve 


Burlington Transportation Co 








Here is a 3% to 434-ton Model C-55 International, one of the fleet of 37 working for the Burlington Transportation Compan 


®@ A highway network of 2100 miles between Chi- sizes working for the Burlington. Most of th 
cago on the east and Kansas City and Omaha on are on long-distance runs. The others are lighte 
the west has been built up by the Burlington nits on pick-up and delivery service and loc 
Transportation Company since it was organized in ;yns, The dependable performance for which Inte 
1935. With operating headquarters in Galesburg, national Trucks are noted is vital to this operatic 
IlL, branches are maintained in Illinois, Iowa, a : ies 

é . : where typical railroad schedules are maintained. 
Missouri, and at Omaha, serving as concentration 
points for local freight and as division points for Look into Internationals for your own wo 
through traffic. The wide range of sizes—Half-Ton to pow 

International Trucks have shared in the develop- Six-Wheelers—makes it possible to buy just 
ment of this Company’s business since the begin- much truck as you need. See the nearby Compan 
ning. There are now 37 Internationals of various owned branch for complete information. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
606 Se. Michigan Avenue Chieago, IIlinols 


INTERNATIONAL TRUCKS 
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A complete vibration dampening service including control- 
ing devices, has been developed by A. C. 5S. R. engineers 
fter exhaustive study of the basic theories of vibration 
well as the visible phenomena. Aluminum Company of 


merica, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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Rosertsnaw THERMAL EYE oven heat 
control provides your salesman with an 
entirely new approach in gas range selling. 

Now he has something exciting to show, 
something real to say: “Here, madam, is the 
event of the year in gas ranges—a great im- 
provement that you will appreciate!” 


Here in the Thermal Eye window, 
when the oven reaches the tempera- 
ture set by the dial, a red signal comes 
into view 


Here on the bezel, the oven by-pass 
(B) and safety pilot (P) are easily ad- 
justed with a screw driver 


Here, mounted on the bezel of the control, is 
the oven cock 


OTHER MODELS FOR EVERY SERVICE NEED 


And Thermal Eye control backs him 
with action, The prospect sees this new ce 
trol actually signal when the oven reach 
the temperature set on the dial. 

See that your ranges are equipped 
this attention-getting control. It will en 
your selling. 


OVER 2,800,000 IN USE 


ROBERTSHAW THERMOSTAT COMPANY, 


foungwood, Penna. 


Ne Phe | 
Ae 
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WAGNER Rural-Line Distribution 
Transformers 
TYPE HEB-F 










Pay ow 
on poi: quunced 
MAIL 



























@ Reduce rural- 
line costs 







Wagner type HEB-F rural-line distribution transformers 
meet the need for a small inexpensive unit designed for a 
e E ‘ plication to lines of 13,200 Y volts and below. Some of the 
conomical advantages of Wagner rural-line transformers are: 
to install ‘. Cont - reasonable, yet consistent with good operating 
2. Design is adaptable to any kind of system or type of 
: line service. 
- e E . 3. They are self-protecting against lightning. 

conomical 4. Bushings, mounting brackets, gaps, connectors, etc., are 
s y so arranged as to facilitate installation and maintenance. 
in Operation 5. Their operating efficiencies are within prescribed limits 
for economical performance. 
6. Construction is representative of the latest development 
in design and manufacture. 
° Easy to mount If you want more details about Wagner transformers that 
are especially designed for rural electrification service, 
write for the Wagner Bulletin Form $488. TD237-1BA 















* Adequate pro- 


tection against WasnerElectric Cor ‘poration 
lightning 6400 Plymouth Avenue, Saint! S.A 
MOTORS - TRANSFORMERS + FAN 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. ‘They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
—— the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 











Public Utilities Fortnightly 





o . 
ae ~ ‘ , 
s 4 : ~ 
ere x 
OTR \ 
pad - 
t el 
° 
4 
4 
4 
4 , 
i ~ 


eeping Step with Demand 


W | t a At the Powerton Station of Illinois Super-Power Co. 
Buffalo Forced and Induced Draft Fans keep pace 
with the varying demands for STEAM! Since 1927 
more than thirty-five Buffalo Mechanical Draft Fans 
have been installed at this plant, which of course is 


bad 


rated as one of the most efficient in the country. 


OR C E D If you want that same efficiency in your power plant, 
we shall gladly show you how and why “Buffalo” 


y RAFT Fans can help. 


ANS Write for special bulletin 2872. 


Buffalo Forge Company 
444 Broadway NS ee Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD. KITCHENER, ONT. 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United States ng Courts of SIMPLE 
; Appeals 
sai timank United States District Courts 
FIFTY YEARS Seats Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory 
THE LAW Commissions A GREAT SERVICE 


ALPHABETICAL 


A GREAT REVIEW 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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Your Two Best Judges 


YOU CAN SEE the quality, the accurate workman- 
ship in every detail of Trident and Lambert Water 


Meters. . . . You can see how modern interchange- 
able parts fit into these meters 10 or 20 years old, 
or older. .. . You can see, should you look at the 
records of users, how long operating accuracy is 
sustained, how sharply maintenance is reduced, how 
deterioration charges are practically nil . . . how 
the initial value of the investment remains constant 
even after a generation of service. Ask experienced 
Water Works men... the “ayes” have it. Neptune 
Meter Company (Thomson Meter Corp.}, 50 West 
50th Street (Rockefeller Center), New York City... 
also . . . Neptune Meters, Ltd., Toronto, Canada. 


wok! You may have seen this pic- 
¢ before-—but its lesson is mever 
iwore—you see modern  inter- 
meable parts inserted in a (cut- 
y) 1899 Trident Meter Casing 
+» including all changes and im- 


wvements . . » deterioration wiped 


i eb Secweed" and LAMBERT WATER METERS 





HE WORLD HAS BOUGHT OVER 6 MILLION 
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Reet) Designed for Electric Ranges 


WARE 











TAYLOR 
and constr 
Three type: 
Taylor Acc 
changes thr 
ature readii 
mounting. 

accommod: 


for Brilliant Performance 





These five beautiful matched utensils are made of triple thick aluminum. They 

















combine all features recommended for range efficiency and economy—and udy i 

make possible new accomplishments in the art of range cookery. aylor 1 

New Features For Electric Range Promotions HO e 

1. Design. Embodies entirely new principles for | The DeLuxe set is ideal for promoting electric range writi 
healthful, waterless cooking. sales. Its beauty and features appeal to prospects; s—in t 

2. Bakelite Handles and Knobs. Will not shrink, | its perfect performance pleases the range owner. Set er 

turn or loosen. Can be used in the oven with | consists of a 5 quart Dutch Oven; 2, 3, and 4 quart » Wi 

heats up to 350 degrees. (Dutch Oven — 450 i eee 4 

one. covered Sauce Pans; and a 10 inch Covered Skillet ermomete 

3. Triple Thick Aluminum. Requires only low heat | ° Chicken Fryer. pters are 

for cooking—heats quickly and evenly. plant 

4. po os l aee Retain natural food flavors Complete Recipes and Instructions hoes 
5. Flat Bottoms and Straight Sides. Result in high | A 23-page recipe booklet, especially prepared for Bl . ) 

efficiency. Utensils fit snugly over heat- | electric range cookery, accompanies each set. Write an 

ing units. for your copy. Through 

gCO din g 7 

y re Gauges 

WEST BEND ALUMINUM COMPAN wad 

. . ese inst) 

Dept. 662 West Bend, Wisconsin im begin 

bst exactit 

on with 
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LEI POWER 


write its autobiography 





TAYLOR RECORDING THERMOMETER —Ion appearance, design 
and construction the highest type of modern recorder available today. 
Three types — Mercury-, Gas-, and Vapor-Actuated. Mercury type uses 
Taylor Accuratus Tubing, designed to P for Pp 

changes through which tubing passes and to assure Correct bulb comper- 

wure readings. Dust-proof and moisture-proof cases for face-, or flush- 





TAYLOR RECORDING PRESSURE ——- fine and ac- 
curate an instrument as its brother R temp With 
latest refi and i in desiga aan construction. A 
Pressure gauge of the highest type—long-lasting, efficient sed econom- 
ical in operation. In a rust-proof die-cast case which protects the inner 
mechanism against moisture and dust. For face-, or fush-mounting. 








hii 


are ilable to 





mounting. Many styles of dard bulb 
accommodate all types of apparatus. 


Shown dimly behind the recorder is the Taylor Dial Gauge, @utstand- 
ing among indicating instruments. Easy to read... 





indy its accurate record as written by the pens of 


aylor Recording Thermometers and Pressure Gauges 


HO ever thought of power 
writing its life history? But it 
é—in terms of temperature and 
tsure, with the pens of recording 
mometers and gauges. The chart 
pters are vital records for every 
wer plant. But they must be ac- 
rate records—reliable records— 
truth and nothing but the truth. 
Through the medium of Taylor 
cording Thermometers and Pres- 
re Gauges, power plants get pre- 
and accurate records today. 
ese instruments are designed 
bm beginning to end to meet the 
bet exacting requirements in con- 
ion with the production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and a combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


on Temperature Recorders and Cat- 
alog 68JF on Pressure Recorders. 
For more direct data on these and 
any other Taylor Instrument for 
Power Plants, ask a Taylor Repre- 
sentative to cover the ground with 
you. For Catalogs or a Taylor Rep- 
resentative, address Taylor Instru- 
ment Companies, Rochester, N. Y. 
or Toronto, Canada. Manufacturers 
in Great Britain—Short & Mason, 
Ltd., London, England. 


“Ta 


Indicating Contretiing 
TEMPERATURE, PRESSURE end 
FLOW INSTRUMENTS 
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Dictograph Products Company, Inc. 
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Electrical Testing Laboratories 





Elliott Company 





F 
Ford, Bacon & Davis, Inc., Engineers 
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General Electric Company ......... 
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International Business Machines Corporation 








International Harvester Company, Inc. 
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Jackson & Moreland, Engineers 





Jensen, Bowen & Farrell, Engineers 





Johns-Manville Corporation 





Johnston & Jennings Company, The 
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They couldn’t do it without Teamwork. 
That’s the essence of success in sports as it 
is the essence in the success of co-ordinated 
business. 

Our business and yours demands Teamwork. 
Just such teamwork as we have so success- 
fully used over a period of nearly half a 
century. 

Equipment, whether it be hockey sticks or 
cars and buses, may change, but the success 
of the effort for mutual accomplishment 
rests upon the same old principle—Teamwork. 
That’s why it’s vital to the interests of all 
that we continue to play the game together. 


BARRON G. COLLIER 


INCORPORATED 














745 Fifth Avenue .- A 
New York City ((C Z Eldorado 5-670! 


Car and Bus Advertising throughout the 
United States, Canada and Cuba 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerms especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. . « 














_— Ford, Bacon & Davis, nc. 


CONSTRUCTION , 
OPERATING COSTS Enginee rs 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS 











SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 











BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS | 


ntiilis. tei PUBLIC UTILITIES—INDUSTRIALS 
Appraisals, investigations and repeste, RAILROAD ELECTRIFICATION 


design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


CONSULTING ENGINEERS 


4706 BROADWAY KANSAS CITY, MO, BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 


REGISTERED IN INDIANA AND NEW YORK Ann Arbor Michigan 
’ 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS .__, ,im connection with 
rate inquiries, depreciation, fixed capital 
814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 








EDWARD J. CHENEY SPOONER & MERRILL, INC. 


ENGINEER Consulting Engineers 


Public Utility Problems Design—Supervision of Construction 
— Reports —- Examinations -Valuations 


61 BROADWAY NEW YORK 20 North Wacker Drive Chieage, Ill. 
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y it is to adjust the 


"COMPRESSOR" 
and how well does it hold? 


How eas 





The Art Metal 
friction clutch 
side lock com- 
pressor, re- 
leases instant- 
ly, 1 

in operation 
and takes less 


space in the 
drawer. 


The Art Metal 
friction clutch 
side lock compres- 
sor holds papers and 
folders securely in 
place even when a 
drawer with thirty 
pounds of contents 
is dropped from 
a height of 
one foot. 


@ When you open the drawer of an Art Metal file you know 
that you will find your papers securely in place, just as you 
left them. The friction clutch principle of Art Metal’s side 
lock compressor holds papers upright and locks itself against 
backward movement in the file drawer. The compressor can 
be moved forward without releasing the clutch. A pressure 
of the finger promptly releases the follower. 

Art Metal Director files contain many exclusive features 
developed during nearly half a century’s experience in build- 
ing steel office equipment. These improvements make far 
easier operation and longer life. There are Art Metal Files 
for all standard records and forms. Send for catalog. 


Art Metal 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N. Y. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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JAWS 
AND 
HANDLE 
NOW ALLOY 


f 
GUARANTEE 


at Cuts Your Wrench Repairs 15% 


And that adjusting nut spins freely in open housing in all sizes, 6" to 
60". The replaceable jaws are non-slip non-lock, made of chrome 


molybdenum alloy with handy pipe scale on the hook jaw. Try one and 
you'll see why FRDLZ301— is the most popular make in the world. 
Ask your Jobber 


E RIDGE TOOL CO., ELYRIA, OHIO, U. S. A. 
A Fel ce ILb PIPE TOOL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Eleven units similar to this ordered recent- 
ly for central station service haye a com- 


bined capacity of over 4,000,000 Ib: of 


stéam per hoor. 





THE BABCOCK & WILCOX COMPANY . ... 85'Liberly Street’. . . Néw York, N. ¥.% 


BABCOCK = Wie 





